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Program and financing 





Presently Revised | Difference 
available | estimate 
PROGRAM BY ACTIVITIES | 
1. Acquisition of materials: | 
(a) Cost of materials purchased _- $20, 127,400 | $50,621,700 | $30, 494, 300 
(6) Operating expense 36, 000 36, 000 
Total acquisition of materials_- -- ES acon 20, 163, 400 | 50, 657, 700 30, 494, 300 
2. Custody of materials: | | 
(a) Handling and storage ___ ka a ae | 722, 600 228, 300 —494, 300 
(6) Operating expense_. , aol 64, 000 | 64, 000 4 a 
Total custody of materials.................-- | 786, 600 292, 300 —44, 300 
| = = —— —— 
D. DG ARI IS BINENINE ines cde Hk hates cnetiinne 50, 000 50, 000 
Total obligations___. 21, 000, 000 51, 000, 000 30, 000, 000 


| 
FINANCING 


Appropriation _. 21, 000, 000 51, 000, 000 30, 000, 000 
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Obligations by objects 














Presently | Revised esti- it Difference 
available | mate 
| | | 
Total number of permanent positions.__._..................___ 25 OG bre cs os 
Average number of allemployees__...................___. 14 | hiss tece. 
Number of employees at end of year__.._..__................_. 25 25 | ‘ 
Average salaries and grades: | 
General schedule grades: 
NS Fi on ia Ses ais cicada nddumeds | $4, 885 a 
Pes... ........... ee ee Gs-6.4 GS-6.4 
01 Personal services: 
Permanent ee. siecle tele Sona neha slidable $78, 000 $78, 000 |__ 
02 Travel___-_- SS ee eee ee 15, 000 SEE OE Bh occa decal 
03 T ransportation MONEE Soerce Se ing settles ae gk | 447,900 | 694, 400 | $246, 500 
Oe RI ON nc eee | 3, 600 Bi suckch ccaecn 
OS Printiag Gut mepromuena. 5 so a ec ees cel 800 eee a 
07 Other contractual services. ---.....-.-.------------.---- a 724, 600 230, 300 —494, 300 
Payments to ‘ Administrative Operations Fund, | | | 
General Services Administration”._..........___.__| 50, 000 | RR crate 
08 Supplies and materials peace nie mcachorannele ae iad coe | 19, 680, 100 49, 927, 900 | 30, 247, 800 
STRRs GNNONUN, £3 Fh i Sneed ck 2 cE Reb shicdadcasnneen } 21,000, 000 51, 000, 000 | 30, 000, 000 


Mr. Kirwan. The committee will come to order 

We will take up first a supplemental request for 1957 for the acquisi- 
tion of domestic minerals. ‘This request is contained in House Docu- 
ment No. 48, which reads as follows: 


DEPARTMENT OF THE INTERIOR 
OFFICE OF THE SECRETARY 
ACQUISITION OF STRATEGIC MINERALS 


“For an additional amount for ‘Acquisition of strategic minerals’, $30,000,000, 
to ‘remain available until December 31, 1958: Provided, That the limitation in 
section 2 (a) of the Domestic Tungsten, Asbestos, Fluorspar, and Columbium- 
Tantalum Production and Purchase Act of 1956, on the acceptance of offers for 
delivery of ores under said Act in any one calendar month, shall not apply to offers 
made between December 1, 1956, and the end of the month preceding the date of enact- 
ment of this Act, and the quantity of such offers which may be accepted shall be on a 
cumulative basis.’’ 

This proposed supplemental appropriation is required to continue purchases of 
ore under the Domestic Tungsten, Asbestos, Fluorspar, and Columbium-Tantalum 
Production and Purchase Act of 1956. The authorized program is estimated to 
cost approximately $91 million and is to terminate not later than December 31, 
1958. An appropriation of $21 million in July 1956 ee the program and 
provided for purchases in the early part of the current fiscal yea 

The proposed provision will permit the Secretary of the feeetie to accept 
offerings of ore made between December 1, 1956 (the approximate date on whic h 
eértain purchases had to be stopped for lack of funds), and the date the additional 
funds become available. 


Mr. Kirwan. Mr. Wormser, have you a statement? 
Mr. Wormser. I have, Mr. Chairman. May I read it? 
Mr. Kirwan. Yes. 


GENERAL STATEMENT 


Mr. Wormser. The Congress in the Second Supplemental Appro- 
priation Act, 1957, appropriated to the Department $21 million for 
purchases of str iteg ic minerals pursuant to the act of July 19, 1956 
(70 Stat. 579). These purchase programs include tu ngsten, asbestos, 
fluorspar, and hambiam-tentaban. 
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This appropriation was intended to provide funds to operate through 
January 1957 with the understanding that the Department would 
submit a supplemental estimate at this time for the remainder of the 
year. 

The $21 million appropriated has now been largely exhausted and 
an additional $30 million is needed to continue the program through 
the balance of the present fiscal year. It is, of course, highly impor- 
tant that there be no gap in these programs. The authorizing act 
recognized that the measure provided only interim assistance, cal- 
culated to prevent mine closures while adjustments to normal market 
conditions could be worked out. Any gap in the programs would 
tend to defeat the essential purpose of the act by forcing portions of 
the industries producing the minerals covered by the act to close 
down. It is estimated that $30 million will be needed to continue 
the program through June 30, 1957, and we are requesting $40 million 
in our 1958 estimates. 

Mr. Kirwan. There was appropriated in the Second Supple- 
mental Appropriation Act, 1957, $21 million; the supplemental 
request for the balance of the current fiscal year is $30 million, which 
makes a total estimate for 1957 of $51 million. In addition, the 
committee has received a 1958 budget estimate of $40 million which 
would make a total of $91 million for this program. 


JUSTIFICATION DATA 
We will insert the justification in the record at this point, 
The matter referred to follows:) 


DEPARTMENT OF THE INTERIOR, OFFICE OF THE SECRETARY 


(H. Doe. 48) 


Acquisition of strategic minerals 


Appropriation to date _... $21, 000, 000 


Obeationa to Nov. 30.2... dex vis elec 5 ota dewwsbwsis: al eee eee 
Ezpenditures to mows 80s oc ob. oo wesuieien obdelceiwcus $10, 558, 495 
Budget estimate next fiscal yoar.iiiiic 22. eu co ai ea werlack. $40, 000, 000 


tequest for 7 months from Dec. 1, 1956, to June 30, 1957 


ised Ee cs $30, 000, 000 
Employment: 


Average number, current appropriation______._._._.._.../_----- 14 
Number involved this estimate__- SiN Silavick ede Seheardia sa testa een arial vite 63 Eee aes. 
Actual employment, Nov..30, 1966. ... 2022 scsi cs ewcue sus 9 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


To continue for the balance of the current fiscal year the minerals purchase pro- 
grams authorized by the act of July 19, 1956 (Public Law 733, 70 Stat. 579). 
This legislation authorized interim assistance programs for certain segments of the 
minerals industry pending the development of a long-range nondefense domestic 
minerals program. 

Funds made available in the Second Supplemental Appropriation Act, 1957, for 
financing these programs on a partial year basis, are exhausted and the programs 
temporarily suspended, pending the availability of additional funds. 


EXPLANATION OF LANGUAGE 


The proposed provision will permit the Secretary of the Interior to accept 
offerings of ore made between December 1, 1956 (the approximate date on which 
certain purchases had to be stopped for lack of funds), and the date the additional 
funds became available. 
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JUSTIFICATION 


The Department of the Interior is submitting for consideration this request for a 
supplemental appropriation of $30 million to continue for the balance of the cur- 
rent fiscal year the minerals purchase programs authorized by the act of July 19, 
1956 (Public Law 733, 70 Stat. 579) as the original funds appropriated therefor 
are practically exhausted and the programs temporarily suspended pending the 
availability of additional funds. 

The Congress in the Second Supplemental Appropriation Act, 1957, made 
available to the Department $21 million for the establishment and operation of 
these programs on a partial year basis with the understanding that a supplemental 
estimate would be forthcoming. This is substantiated by the following statement 
of the Senate subcommittee in reporting on this appropriation item with a recom- 
mended allowance of $35 million: 

“The budget estimate for this program ($91,670,000) is the estimated cost for 
2% years. It is the view of the committee that the sum recommended is adequate 
to carry out the program through January of 1957. The committee expects the 
Department to submit a supplemental request for funds, through the Bureau of 
the Budget when additional funds are required.”’ 

The act of July 19, 1956 (70 Stat. 579) authorized interim assistance a 
for certain segments of the minerals industry pending the development of ¢ 
long-range nondefense domestic minerals program. 

The act also provided for implementing the assistance programs by authorizing 
and directing the Department of the Interior to establish and maintain programs 
to purchase limited quantities of tungsten, asbestos, acid-grade fluorspar, and 
columbium-tantalum from mines located within the United States, its Terri- 
tories, and possessions. The programs are to continue in effect until either the 
quantities specified have been purchased, or until December 31, 1958, at which 
date the authority under the act shall terminate. It is estimated that the quan- 
tities specified in the act, when considered in conjunction with the price schedule 
and current rates of mine production, are adequate to continue the programs for 
a period of approximately 2 years. 

In the case of the tungsten purchase program, in order to spread the economic 
benefits of the program as broadly as possible over the producing industry, it 
is specifically provided that the larger producers are restricted in the quantities 
which they can offer to the Government during each calendar month. 

8S. 3982, which proposed the legislation, was passed by the Congress after 
extended hearings before both the Senate and the House committees at which 
voluminous testimony was taken from industry and Government witnesses. 
Testimony given at these hearings made it unmistakably clear that substantial 
portions of the industries producing the minerals covered by the act would be 
forced to close down unless some assistance were given to permit the continuance 
of operations during an interim period of adjustment to normal market condi- 
tions. These mining industries in principal part have been developed under 
aggressive procurement programs for defense purposes. Although continued 
acquisition of the minerals produced from these domestic mines would not be 
justified if only defense considerations were involved, continuance of the operation 
of the mines is still a factor to be considered in the solution to problems centering 
around the maintenance of the domestic production component of the mobili- 
zation base in these commodities and the assurance of a source of supply for our 
expanding peacetime requirements. 

he programs authorized by the act are considered to be interim programs 
only, necessary to the survival of these strategic mining industries during a period 
within which the administration and the Congress may give further consideration 
to a long-term, nondefense, domestic minerals program. It is expected that 
during this interim period some of the producers of these commodities will be 
able to adjust substantial portions of their production to normal competitive 
market conditions. How many, and for what quantity of mine production, it is 
difficult to estimate at this time. There should, however, be developed new and 
additional information during this period which will be useful in managing a 
long-term program. 

The Department of the Interior delegated to the General Services Administra- 
tion the necessary authority to administer the mineral programs as provided in 
the act. These programs ‘have been most carefully devised to return to the 
Government the maximum results for the money expended consistent with the 
purposes of the legislation. The programs established to carry out the purpose 
of the act are nearly identical with those conducted by the General Services 
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Administration for purchase of these and other minerals from domestic mines 
under the authority of the Defense Production Act, as amended. 

The Department strongly urges favorable consideration of this request for 
funds to continue these assistance programs which are essential factors in the 
maintenance of the mobilization base and a sound minerals economy. 


NO DEFENSE JUSTIFICATION FOR PURCHASES 


Mr. Kirwan. As I understand it, the defense needs for these four 
minerals have been met and that continued purchase of them from 
domestic mines would not be justified if only defense considerations 
were involved. 

Mr. Wormser. That is correct, Mr. Chairman. This program 
was designed to serve as a transition period between the ability of 
these mines to serve our defense needs and to become adjusted to 
peacetime activities, peacetime competition, I might say. 

Mr. Kirwan. Therefore this is an interim program pending the 
preparation of a long-range, nondefense domestic minerals program 
by the Department of the Interior for consideration by the adminis- 
tration and the Congress? 

Mr. Wormser. That is correct, sir. 


STATUS OF LONG-RANGE NONDEFENSE MINERALS PROGRAM 


Mr. Kirwan. What is the status of this program? 

Mr. Wormser. The status of this long-term program is simply 
this, sir. We have been working on it for months and, of course, we 
have to develop a program which embraces perhaps 60 different 
minerals, each one with a different economic position. 

We have pretty well forged our document. We have our ideas 
well crystallized and are now trying to get general administrative 
approval so that we can proceed with the formal presentation of the 
document to Congress. 

Mr. Kirwan. Why was this long-range minerals program not 
developed years ago? 

Mr. WormseEr. Well, I think, Mr. Chairman, that we have had a 
long-range minerals program for years, but undoubtedly the intro- 
duction of war economies with the distortion brought about in the 
mineral industries, has brought some industries into being, mining 
industries. There has been generated a feeling that perhaps the whole 
minerals picture should be looked at from a broad point of view to 
see just what, if anything, the Government should do to carry out the 
fundamental policy of the President as declared in his Cabinet Metals 
Policy Report; namely, that we want a strong, vigorous and efficient 
mining industry. 

I might add that there has been another complication, too. That 
is the fact that our domestic mining industries have had their posi- 
tion changed greatly in the last few years owing to the position which 
the United States is now occupying in our entire world economy. 
We have some economic policies or principles in our relationships with 
foreign governments which relate to their economic destinies; these 
have their impact over here. 

So you really have to reexamine the entire minerals picture to see 
just what should be done by the Government now to foster a vigorous 
domestic mining industry. 
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You might say, ‘What do I mean by that?” For one thing, a lot 
of foreign countries have taken the stand that they must have man- 
aged economies, some have nationalized the mining industries, and 
they have created unfair competition with American industries as a 
consequence of that policy. 

To give one illustration of that, take coal. The coal industry in 
Great Britain is nationalized. It runs at a deficit. In other words, 
the coal they produce is competitive with other world coal. So that 
in running at a deficit our American coal miners have to compete in 
the export market with coal they turn out under a government 
subsidy. 

Then again you have got economic measures abroad that use ma- 
nipulated currencies to foster the development of local resources, 
whereas our economic and fiscal philosophy is entirely opposed to 
that. Our people have to compete under those circumstances. I 
might go right down the line and cite various illustrations of where 
our domestic industry has a substantially different picture now, than 
it had years ago. 

That is, I would say, a good reason for looking at the whole minerals 
picture and seeing just what we should do as a Federal Government 
to keep our mining industry strong. 


BREAKDOWN OF $91 MILLION PURCHASE PROGRAM 


Mr. Norretyi. Under the total planned purchase program of $91 
million, how much would be expended on each of the 4 minerals? 

Mr. Wormser. | think, Mr. Chairman, the best answer to that 
would be to give you the pattern as we developed it so far. As a 
matter of fact, we can put in the record the expenditures that have 
been made so far. 

Mr. Norretu. Will you do that. 

Mr. Wormser. Perhaps Mr. Liebert would like to put those in the 
record now. 

Mr. Norretu. All right. 

Mr. Lispert. | would like permission to insert—I think you asked 
the exact total amount. 

Mr. Norrexy. For the four minerals. 

Mr. Lreserr. Within the $91 million. It is a mathematical compu- 
tation, simply, because the quantity of materials which the Govern- 
ment is obliged to purchase is clearly set forth in the act together with 
the price. 

What we have done is simply break that down on a commodity 
basis and allocate to each mineral its proportionate share of the whole 
of ninety-one-odd-million dollars. That becomes our allocation for 
any fixed period. 

For instance, the original $21 million, which was given to us to 
initiate the program, was allocated as follows: $16,174,600 was allo- 
cated to purchases of tungsten; $736,400 was allocated to the purchase 
of asbestos; $3,742,400 was allocated to the purchase of acid grade 
fluorspar; $196,600 was allocated to the purchase of columbium- 
tantalum. The remaining amount of $150,000 was allocated to 
administrative expenses in handling the purchases. 
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On that same proportion we would go through the total of ninety- 
one-odd-million dollars. 

Mr. Norretu. Can you give this same breakdown on the $91 
million? 

Mr. Liesert. I have it, sir. I did not anticipate giving it. 

Mr. Norre.u. Will you give it for the record? 

Mr. Lirsert. Yes. 

(The information follows:) 
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UNITED STATES MARKET PRICE COMPARED WITH GOVERNMENT 
PURCHASE PRICE 


Mr. Norretu. What is the current market price of tungsten and 
what base price is being paid under this interim program? 

Mr. Wormser. I think the current market price is $27 a unit less 
duty but we can give the exact figure and put it in the record. 

Mr. Norreuu. All right. What are you paying now? 

Mr. Lisesert. The price under the program is $55 per unit and 
the world market price as the Secretary said has been varying be- 
tween $28 and $32, less duty of approximately $8 a unit. So 
that for general purposes we have averaged out in saying that the 
prevailing market price is roughly $35 a unit duty paid, whereas 
under this program the Government pays $55 per unit. 

Mr. Norreti. What was the base price which domestic producers 
received for tungsten under the defense stockpiling program? 

Mr. WormseEr. $63 per unit. 

Mr. Norrevtit. What was the total paid domestic producers for 
tungsten under the defense purchase program? 

Mr. Lienert. That figure is something we would have to get from 
the General Services Administration, Mr. Chairman. I do not have 
that in hand. The Government bought substantially larger quan- 
tities than it is here directed to buy. The figure of approximately 2 
million units from domestic producers was purchased under the pro- 
gram but there were additional quantities which were supplied to the 
Government under special contracts so that when you ask for the total 
amount purchased by the Government for defense purposes I would 
have to add all these figures together. 

Mr. Norreuu. Can you get that for the record? 

Mr. Liesert. Yes, sir; we can get that for the record. 

Mr. Wormser. Is not that part of it classified? 

Mr. Liesert. It is classified, but I think we can break it out in 
answer to the direct question. Let me see if this is what you want, 
because it is a complicated picture. You would like to have, as I 
understand it, the total quantity of tungsten purchased by the 
Government for defense purposes under either the Stockpile Act and/or 
the Defense Production Act? 

Mr. Norrewu. Yes; in terms of the total cost. 

Mr. Lieserr. Total cost is going to be a little difficult figure unless 
you mean purchase price because there are other costs incident to 
stockpiling and transportation. 

Mr. Norreii. How about the purchase price? 

Mr. Lirsert. We can get that. 

(The following information was subsequently supplied:) 

Government acquisition of domestically produced tungsten under Defense 


Production Act authority since 1951 has been as follows: 
Short-ton units 





ONE TI ist c's rc Ac candies alee ae a a ka Tine aoe 0 
PUM Fic wa ws. a: chnscatpets sh acrecen: enad eet ade cabal cine Treat bers cate 2 aad 16, 048 
NE BR ak io ets xe wet ioe es aceon eae aed cateale stad = Spec eacee ix icine aie 253, 264 
Fiscal 1954______- Es esp Si ec es i che lel to ihc ee an a ce ere a 765, 268 
3 ee eee ee sata Sarah a a dh ees oe ee : 895, 448 
ie SP ee inilglek thes te wctla se abes ainda ae a aia ee 1, 062, 600 
NE DOO Eo wi. o's hci re waned Skee tea 3, 817 

OR ss inc asta acaba cies acer tes ares Rr ee ee 2, 996, 445 
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Mr. Norretu. Now, for each of the minerals, what is the current 
market price and what price is being paid under this interim program? 

Mr. Liesert. I would like to supply that information for the 
record and give to the committee the very latest quotations on these 
commodities. I do it because, in a couple of them, columbium- 
tantalum and acid-grade fluorspar, we do not have what is commonly 
known as a market price that prevails all over the United States, or 
all over the world for a particular commodity. 

To be specific, most acid-grade fluorspar has been purchased under 
negotiated contracts. 

Mr. Norrevu. Can’t you give us an average price? 

Mr. Lizsert. We would have to break that out and give you an 
average price, sir. But what I am saving is you cannot go to a 
standard market source and get a prevailing quotation for these com- 
modities as you can for tungsten. For instance, you can get the 
daily market quote on tungsten and that is specific but you cannot 
get a specific daily quote on acid-grade fluorspar. W hen you ask 
what are we paying under the oom am versus the standard market 
price, I would have to break it out for you. 

Mr. Norretu. Get it as comple ailiy' as you can. 

Mr. Lizsert. Very well, sir. 

(The following information was subsequently supplied:) 

The market and program prices for the commodities included in the program 
and the market price for antimony are as follows: 

Tungsten: 

Market price: Cost, insurance, and freight, United States ports, duty 
extra, $27.25; $ 27. 75 per short ton unit. 
Program price: F. 0. b. milling point, $55 per short ton unit. 

Fluorspar, acid grade: 

Market price: F. 0. b. Rosiclare, Ill., $52.50 short ton contract; $55 short 
ton spot lot. 
Program price: F. 0. b. milling point, $53 per short ton. 





Asbestos: 
iietiarenoneaet sqmubaides ‘ aa 
Market Program 
| price | price 
— dermeaeaen pemmnecteingamapinmcamtant on Ee peieiitieet — —— semensinstoectanmd 
| 
Crude No. 1 sees short ton. $1, 200-$1, 750 $1, 500 
Crude No. 2 : au : ..do | 900- 1,050 | 900 
Crude No. 3 ‘ do | 400- 450 | 4100 


} 





Note.— Material purchased under this program subject to a 30-percent milling loss before it is suitable for 
commercial use. 


Columbium-tantalum: 

Market price: Columbite, per pound of pentoxide, oo is 65 percent 
Cb,0; and Ta,0;. Columbium-tantalum ratio 10 to 1, $1.35 to $1.40; ratio 
8% to 1, $1.15 to $1.20. 

Program price: Columbite, per pound of pentoxide, basis 35 percent 
Cb,0; and Ta.0;. Columbium-tantalum ratio not less than 1 to 1, $1.40 
plus 2 cents per pound for each additional full percent of contained combined 
pentoxide above 35 percent. Actual miner is paid a bonus of an additional 
100 percent of applicable price. 

Antimony: Market price: Laredo, bulk, 33 cents per pound. 
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IMPORTS DURING PAST YEAR 


Mr. Norrewu. To what extent were each of these minerals imported 
into the United States from foreign countries during the past year? 

Mr. Wormser. Again we will have to supply that information for 
the record, Mr. Chairman. 

Mr. Norreu. Tell us in general, then. Give us as much as you 
‘an of that information. 

Mr. Liesert. In terms of quantity the approximately 90 percent 
of all the columbium and tantalum used in the United States comes 
from foreign sources. 

Mr. NORREL L. Comes from foreign countries? 

Mr. Lienert. Yes. In the case of acid grade fluorspar it is approxi- 
mately 50 pere ent. 

Mr. Norreui. What countries does that usually come from? 

Mr. Liesert. Mexico supplies a large portion of the acid grade 
fluorspar, and Newfoundland. 

Mr. Norrevi. Where does the domestic come from? 

Mr. Lienert. The domestic acid grade fluorspar production comes 
from the Kentucky-Illinois districts, Colorado, Nevada, and New 
Mexico. ‘There are a few smaller mines elsewhere but that is the basic 
production. 

Asbestos comes entirely from Arizona. Substantially all, I would 
say 98 percent of all the asbestos used in the United States comes from 
foreign sources. ‘The idea of the defense programs was to stimulate 
the production of domestic asbestos within the United States and the 
purpose of the current act is to sustain that industry which has been 
created and to see how and what we can do with it to put it on a 
permanent basis. 

For general purposes all of our asbestos is imported that is used 
commercially. 

So far as tungsten is concerned, we import approximately 1 million 
units of tungsten a year from abroad. I would ask the chairman’s 
permission to ve ify all these figures and to place them in a statistical 
tabulation in the record for accuracy’s sake. 


Mr. Norrewu. All richt. 








(The information follows:) 


Sources for the total United States supply of the commodities included in the 
program and antimony for 1955 are as follows: 


Tungsten: Percent 
RUN sb 20S Boia, cae a) AR et So Pe 43. 0 
EE eh Oe aa ee ea me ee Tet ere 12. 6 
cee ee ee a haul Se ree eee Ne J ee 6. 6 
Dg ee i. eh Ra ee Bh) te dnd 2 oka a PE 5.3 
MEN Satna ake ou Sete PSOE ee eee eee Ut. 5.3 
NEST fa bo te fries oN ee ta en a Seed od ee, 4.6 
OR ng ee 3. 6 
ina asin mink oaths Weatnendae maken atiarnlicbited aaddnlnten Be ed ee 3. 2 
NNN ei ta ia i inca aa a as ce Mg eee cee pe 2.8 
SU Sos Sco sas ot SOO sae S SOON od ate) ae ae Fe . 13. 0 

Fluorspar: 

RNIN 55 a 2a ee er i a sea a 43. 5 
a BS a ee si Wick ts bt salbdigien cna ata cieas! Ge 
a 6 et EL eee a Shea a ae " 2 i ED 
Pee Bed Usb oh. Be pelea DES on eae ee a 8. 6 
ie Givin stannic weer nintecirminsne ites et hee Aug: aml 4.1 

Asbestos: 

United States__-_-_- as seaay aie Whaail aodictin ie toil cabnel cic deg s cade oe eae aw. je 
ret as ds ee Sa ete vumitbapewese | ae 
CTI ONE. i Ci be IU) CUO ne se ivi 4.0 


Columbium-tantalum: 
United States 


ee he biel ae 5 : ee = 
NU eg a a ie a os 63. 0 
Wa On @aenimneey 22s ts S. i La ; 12.8 
PN RNenOO§ 5550202 Salhi besten Jest JL ba Sie YE , 8. 4 
ONAN sins es So ae mda Ree wid b wks ‘ ‘ 6. 0 
RNR Bee ee ge Sn ng a Me eg ly pe z 9. 7 

Antimony: 
United States_______- aA A JS) iota ne Ble ee et A Cale é 5. 0 
Perea fhe Se ge sty des ee A Eh ote el Sue Fy 24.0 
RUE SRINOOND so oo oo eee ies alte id Oe RES ae 15. 0 
Ne 14. 0 
Umion of Souti Amita..........0 5. > Les 14. 0 
Belgium-Luxembourg__________- Sieg ss ae 10. 0 
rmpeuaeres iii sd ere os Bd Ei why Sha 6. 0 
RMS on cht al: cos cb chs eepee le pnb. eres stars da ets 8 4.0 
i ee he ein ech ceiaies basteneb 1intiee mm hace be 3. 0 
OM 8 ins Sere ac seae gems os cera oe Rad ater pt at case Aaa ee, en 5. 0 


TUNGSTEN PROGRAM 


Mr. Lizsert. We have a most unusual condition in tungsten 
and I believe this is what the chairman wants to understand—which 
is how do we have such a large importation of tungsten into the 
United States and such a large industry we desire to support. It 
came about as a result, of a very urgent need for tungsten which 
developed during the Korean war. We had very little in the stock- 
pile and we went around the world to get enough to satisfy our de- 
fense needs. We had a very vigorous program for opening up domes- 
tic mines of which there was only one at the beginning of the war 
Opening up new mines and getting new sources of production within 
the United States. 

In order to do this the Government launched on a very vigorous 
program by paying $63 a unit for tungsten over a 5-year period to 
encourage domestic producers to open up new mines and to look for 
this material. 

Now that we have acquired a stockpile of this material we have 
before us the problem of reorienting those domestic mines which have 
been opened solely at the request of the United States for defense 
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purposes, to reorient their production into economic utilization within 
the normal traffic of business in the United States. 

One of the problems is to gradually weed out the uneconomic pro- 
ducers, those who could not sustain their production under normal 
peacetime business conditions, and to do everything possible to 
maintain a substantial production of this commodity within the 
United States. So while we are working, the Bureau of Mines and 
industry, working on new methods to utilize tungsten for jet engines 
and all these new high temperature uses that are coming into being, 
we are trying to hold the fort to keep these mines from closing by 
giving them under the current program some additional assistance in 
the form of an over-the-market price for a portion of their production. 
When I say a portion of their production, it is only a portion of the 
production of the large mines and all of the production of the small 
mines which has been built into this program. 

It is stated that at the time this program ceases a substantial part, 
a really substantial part of the domestic production will have been 
reoriented to consuming outlets within the United States. 

It may be that during this period there will be such new uses for 
high temperature application developed that will use substantially 
all of it. Many metallurgists feel that use of tungsten is in its infancy 
and we may run into not an oversupply situation but a shortage in 
the not too distant future. 

The problem is again compounded by the fact that, traditionally, 
the world supplies of tungsten have come from China and are no 
longer available to us. That source is not available to the free 
world unless, of course, trade opens up with that area. 

There are certain mines in South Korea that were opened up, like- 
wise, for our defense needs. 

We have a problem, too, a total Government problem, of seeing to 
it that we do not throw the Korean economy into a tailspin by causing 
their mines to close down if we can avoid it. 

In all this business we feel this program for tungsten is a kind of 
bridge until we can have a good look at the long-range implications 
of this commodity in the total minerals picture, as Secretary Wormser 
has just indicated. 


NO DEFENSE NEEDS FOR PURCHASES 


Mr. Norrevu. Are most of these minerals ultimately used by the 
armed services? 

Mr. Liesert. No, sir. I would not say that is true. Many of 
the stragegic minerals, like columbium-tantalum, and others go into 
high temperature applications which find their way eventually into 
an end product for which the armed services may have a need. 

Mr. Norreiu. You do not actually need these minerals, then, so 
far as defense requirements are concerned? 

Mr. Liesert. | think, generally speaking, we do not need the pro- 
duction which comes as a result of this act for the present building of 
defense and defense-related items. 


BREAKDOWN OF PURCHASES BY PRODUCERS 


Mr. Norretu. All right. We would like you to supply for the 
record for each of the four minerals a breakdown by producers showing 
the total purchases to date under the $21 million provided in the 
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Second Supplemental Appropriation Act of 1957. Can you do that? 
F | The General Services Administration, sir, 
handles that and we will get the information from General Services 


Mr. LiesBert. Yes, sir. 


and supply it. 


(The information follows:) 


The breakdown of purchases to date under Public Law 733 by company is as 


follows: 


Tungsten: 

Wah Chang 
Tungsten Mining 
Miner Engineering 
Cold Spring Tungsten 
Climax Molybdenum 
Wah Chang 
Tungsten Refining 


E. J. Ford 








Johnson Bros. & Prime 


Long Shot j 
Salt Lake Tungsten 
Union Carbide 

Do ce 
New Idria 
Surcease _____- 
Diener-Hirsh 
Sherman Peck 
Idaho-Maryland 
E. A. MeMurty 
National Tungsten 
Consolidated Mines 
C. G. Scharf 
L. C. Schrader 
J. Clyde Baker 
Sequoia Tung 
Triangle Tungsten C« 
High Sierra Scheelit« 
T. C. Esols, Jr 
M. D. Nicol 
Arthur Viera 
Wah Chang 


Treg. Mining and Millin 


Virgil Deaver 
Bradley Mining Co 
McRae Tungsten 
Metals Development ¢ 
Getchell 

Cooney. & Sons 
Minerva Scheelite 
Nev.-Mass 
Nev.-Scheelits 

20th Century Fuel 
Wolfram Co. 


Gabbs 





Yaney Milling Co 
Cal.-Tex. Tungsten 
C. J. Glasscock 
Dye and Batherick 
Hillside Mg. Co 

Cc y ©. Calvin 
I. j 


Mark II Mng, Co- 
Fluorspar: 


rurcnases ir 
Crude No. 1 
Crude No. 2 

Company data not 
Crude No. 3. 


Total 


Columbium-tantalum 
Whitehall Co., Inc-. 
Squire Gamber 
Ira L. Babington 


Ozark-Mahoning C 


m a number of 


7 
Sali 


New York 


North Carolina 


Colorado 
.d0 
_do 
do 
do 
- .do 
.do 
do 
Utah 


California. 


do 
do 
do 
do 
dao 
do 
..do 
_do 
do 
..a0 
do 
do 
..d0 
do 
_do 
lo 
do 
do 
do 
_do 
ao 
do 
Idaho__- 
Nevada 
do 
ao 
lo 
do 
do 
dao 
do 
do 
ao 
Texas 
do 
Arizona 
dao 
ao 
do 
Oregon 


Colorado 
in Arizona: 
Washington, 


New 


Hamy 
South Dakota 
i a ae . _do 


hire 


shor 


10, 


| Quantity in 


t ton 


| units of WOs3} 


2, 068 





279, 





602 


10, 000 


176. 80 
188. 65 


224. 95 


590. 40 


161.18 
16. 00 


29. 62 


206. 80 


15, 








3 682, 
124, 
932, 

57, 

8, 


945. 00 
230. 00 
520. 00 
195. 00 
405. 00 
530. 00 
360. 00 
165. 00 
915. 00 


5, 360. 00 


965. 00 
380. 00 
400. 00 


, 705. 00 
, 355. 00 
7, 865. 00 
, 760. 00 


190, 00 
900. 00 


33, 000. 00 


49, 


L5, 
6S 
YS 

3 
4, 


3 


37%, 


530) 


265 


169 


Sy, 


524 





271 
), ad 


335. OO 
575, 00 
940. 00 
005. 00 
575. 00 
690. 00 
795. 00 
110. 00 
795. 00 
5. 00 
OO 
00 
oO 


505. 00 


, 430. 00 
, 480. 00 


UU 
SYvO. 00 


» 840. 00 
$8, 155. OO 


060, 00 


455. 00 


», 420. 00 


», 055, 00 


65. 00 
145. 00 
730. 
740, 00 
510. 00 
410. 00 


OO 


110. 00 
O00. OO 


200. 00 
795. OO 


YSU. OO 


065. 00 


548. 04 


100. 72 


703. 16 
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TAX AMORTIZATION 


Mr. Norrexy. To what extent have the producers of these minerals 
previously secured certificates of necessity for rapid tax amortization, 
when there were open expansion goals for defense production pur- 
poses? They have had certificates of necessity, tax exemption, have 
they not? 

Mr. Linspert. Many of them have; yes, sir. They have secured 
those by virtue of application to the Office of Defense Mobilization 
for certificates of necessity originally when they opened up their 
mines, many of them did. Some of them are currently holding them. 
You would not find certificates of necessity being issued by ODM 
today, or requested to be issued today for new mines in these com- 
modities. 

Mr. Norrexu. Can you give us lists of the ones who have had 
previous certificates of necessity? You may want to do that for the 
record. 

Mr. Lizsert. Let me understand this question. You would like to 
have a list of the companies producing these four commodities that 
have during the life of the Defense Production Act received certificates 
of necessity? 

Mr. Norrevu. That is right, but only for those who supplied 
material under this purchase program for which $21 million has been 
provided to date. 

Mr. Lienert. Many of these certificates of necessity, or some of 
them, might have been issued back in 1951 and would since have been 
exhausted, but the same list, a shuffling of the two lists should work 
out to the answer you want which is, I think, specifically a third 
computation or third listing of the companies that are today supplying 
material or have supplied material under the $21 million, how many of 


those have been previously issued certificates of nec essity:; is that your 
question? 


Mr. Norre.wu. Yes. 
Mr. Liresert. We can do that. 


S7403—57——2 
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(The information follows:) 


The companies producing the four commodities included in the program that 
have received certificates of necessity are listed as follows: 


Tungsten: Year 
Nevada- Massachusetts Co_______- aot I es aha a rea, 
Union (Carbide Nuélear Cou... 2+ 2 duu tee fab bk... Se 
Lindsay Mining Co tsi ae chia tte 6 ht a iadicoaics ai wiava aueats 1951 
SO Ee TI canada od 1951 
Re eI oc ceed boa eseaccumaaiwems ‘NON 
Boulder Tungsten we... , ee a ee Sts ee 
See Te TL OG. Sh ee 0s Lae ddlawiwabdiveedd 1952 
L. & W. Tungsten Co_- Sch les ekeshir xe bab ott ee se eS « 1952 
I Baty ca mea hs te 1952 
Salt Lake Tungsten ee nee ree eee ao Feet eiain tee aide 1952 

Fluorspar: 

Aluminum Company of America_____ Sot aisies Lntidzedcssct uae 
Allied Chemical & Dye Corp_------- ides tO ard dé wh 1951 
NN SI cigs alate Pr a Lg we snl Scilla tae se, Loe 
Ozark-Mahoning Mining Co_________---- Same wi laid) 


Aluminum Ore Co. (Alcoa) _ - ee ee : Cee eae 1952 


Kaiser Aluminum & Chemical Corp_-___-------------- EELS Sich coil 1952 
Reynolds Metals Co- __--- io eieciendauss See 
St. Lawrence Corporation of Newfoundland, Ltd______- aii eicacateal oa 
Asbestos: None issued. 
Columbium-Tantalum: 
Tantalym Defense Co. (Fansteel)_______________- bee ete te 
Porter Bros. Corp- -- a te ah sia iw as ib dich 8a ok Sd waked 
Mallenckrodt Chemical Co__.__________----_-_-_-_------ eee 


There have been no certificates of necessity issued to producers of antimony. 


PRESIDENTIAL VETO OF PREVIOUS PROPOSAL TO CONTINUE DOMESTIC 
PURCHASE PROGRAM 


Mr. Kirwan. Let me quote from Report No. 2596, of the House 
Committee on Interior and Insular Affairs, dated July 3, 1956, on 
S. 3982 which became Public Law 733. 


During the first session of the 84th Congress, the Congress passed and the 
President vetoed H. R. 6373 which would have assured the continuance of the 
domestic purchase programs until the calendar termination dates established by 
the Domestic Minerals Extension Act of 1955. In his memorandum setting out 
his reasons for disapproving H. R. 6373, the President said: 

“T am conscious of the desirability of developing a long-range minerals pro- 
gram for the United States to assure an adequate mobilization base and to 
preserve a sound minerals economy. The Advisory Committee on Minerals 
Policy so advised and the Office of Minerals Mobilization has been established 
in the Department of the Interior to determine and recommend such a program. 
The funds to make the necessary studies have just become available, and work 
toward the development of a long-range program has begun. 

The interests of the domestic minerals industry will be better served by pro- 
ceeding with the careful development of a long-range minerals program than by 
approving a stop-gap measure extending substantial Government aid to only a 
segment of the industry. 


DELAY IN DEVELOPMENT OF LONG-RANGE PROGRAM 


And yet apparently nothing was done between the time of this veto 
and July 3, 1956, as the House Committee on Interior and Insular 
Affairs stated further in its report: 

It is found that the responsible administrative agencies have not developed the 
long-range domestic minerals program referred to in the President’s message. In 
fact, the Office of Minerals Mobilization, Department of the Interior, has disclaimed 
any responsibiliitv for developing the long-range domestic minerals program that 
the President referred to in his memorandum disapproving H. R. 6373 
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So now we are being asked to appropriate a total of $91 million as a 
stop-gap until a nondefense program is developed. Can you explain 
that? 

Mr. Wormser. Yes, sir; there are quite a few thoughts that state- 
ment brings up that perhaps it is just as well to clarify. 

In the first place, I think we must recognize from the time that 
earlier statement was made, which I think was 2 years ago 

Mr. Kirwan. Yes; 2 years. 





PROSPERITY IN MINING INDUSTRY 


Mr. Wormser. We have had the greatest prosperity the mming 
industry has ever had. You can go from aluminum, iron and steel, 
lead and zinc, go to practically any mineral; even coal is getting out of 
the doldrums it wasin. Here the mining industries, by and large, were 
experiencing wonderful prosperity. Soe there was no urgency, 
particularly with respect to these metals and minerals which are 
particularly covered here, and some in addition that are not covered 
here. For example, manganese, chrome, and tungsten, and so forth, 
were being covered by purchases made by the ODM through GSA, 
and so forth. Here you might go down the whole chain of the mineral 
industry, every one practically, and they are experiencing unparalleled 
prosperity. That gave us a chance to examine the whole picture, 
which we have been doing; to come up with a program which we hope 
will protect that position, to keep us in a strong, vigorous economy so 
far as mining is concerned. 

So we are coming up with a program. But it covers such a multi- 
tude of different facets of our economy from our foreign policy right 
down to our domestic, you cannot give snap judgment on it. It has 
to be worked out painstakingly. We are doing that. I hope that 
answers in one way why we have not come up with a mineral policy 
a few days after this statement was made. 

Mr. Kirwan. Itis not afew days. It is a couple of years. 

Mr. Wormser. We shall have it. It was not necessary to have it 
at the time this particular statement was made. 

Mr. Kirwan. At the time the President vetoed H. R. 6373 he 
said what he expected in his message. 

Mr. Wormser. We now have had 2 years to build that up and we 
have done it. AsI say, we will have something shortly. 

Mr. Kirwan. I know we are going to have it sooner or later. When 
he vetoed it and said that a long range plan was being developed, we 
thought we would certainly have a policy in 2 years. 

Mr. Wormser. In the meantime no industry that I know of has 
suffered by lack of a long-range policy such as we all hope will be 
ultimately established by Congress. 

Mr. Kirwan. When we are called upon here to appropriate for 


something that we admit we do not need for the national defense 
stock pile—— 


NEED FOR CONTINUED GOVERNMENT SUPPORT 


Mr. Wormser. Let me come to the other point. The reason for 
the latest bill is merely a recognition that some of these industries 
have done a crackajack job. Here is tungsten which was formerly 
a minor mining industry, production was trivial—perhaps that is too 
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strong a word, it was very small, with one active mine, | think in the 
State of North Carolina. Thanks to the impetus given to tungsten 
mining by the prices established for the acquisition of tungsten for 
defense purchases, we generated a new mining industry. So the 
question was: Shall we encourage that industry or shall we let it go? 
It seemed perfectly fair to us in the department that it was a reason- 
able thing to ask Congress to provide means whereby this industry 
could effect a transition from dependence on defense support to meet- 
ing the tough competitive grind which it would ultimately have to 
meet. That was the reason for fostering this particular legislation. 

Mr. Kirwan. The market price now for tungsten is $35 and the 
Government is paying $55. 

We think all we have to do is to dump money out there by the 
trainload. But somebody is going to have to pay for it. 

Mr. Wormser. It comes fundamentally to the question of whether 
you do, or do not, wish to have a tungsten-mining industry in the 
United States. That is what it comes down to. We have generated 
one and should we use means to keep it alive? 

Mr. Kirwan. What are we going to do after we spend the. $90 
million that. the act calls for? 


SUBSIDY PROBLEM IN OTHER MINING INDUSTRIES 


Mr. Wormser. We hope that will be covered by the long-range 
mineral program. That is one reason for coming into the long- 
range mineral program right now, not only to pick up tungsten but to 
cover the predicament of other mining industries which are also being 
sustained today by an act such as this, or by military stockpiling, or a 
new program which has come into use in the last 8 months or so, 
agricultural barter. ‘Those are all governmental instrumentalities 
being used to support parts of our domestic mining industry. What 
happens if all those supports were withdrawn? Is that serious? 

Mr. Krrwan. Sure, it is serious to certain producers if those sup- 
ports are withdrawn. But if we are going to continue to subsidize 
airplanes, steamships, and so forth, how long can that fellow working 
in the mine, that same fellow we are trying to protect, continue to 
pay for it? 

Mr. Wormser. I am glad you brought that up because that is one 
of the things we have to wrestle with in this long-range program. All 
these metals we talk about today, you can add copper, lead, zinc, they 
all compete in international markets. They have to compete to 
survive. 

Mr. Kirwan. That is true. 

Mr. Wormser. Yes. At the same time they are taxed to pay 
subsidies for merchant marine, agriculture, and all these industries you 
know are subsidized by the United States. Yet they have to compete 
in this international market. I say they cannot survive unless some 
assistance is given to them bv the Government. 

Mr. Kirwan. Maybe vou are correct that they cannot survive 
unless the assistance is given to them. Yet, vou pick up the New 
York Times, let us say, tomorrow, and you can see that a company 
that is getting subsidies from the United States Government is 
declaring a stock dividend of $8 or $10 or $15 a share. Something is 
wrong all along the line. 
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RATE OF EXPENDITURES UNDER PROGRAM 


The purpose of Public Law 733, as stated in House Report No. 
2596, is to- 

* * * establish and maintain programs to purchase limited quantities * * * 
from domestic producers until December 31, 1958. 

This would mean a monthly rate of expenditure of about $3,033,000 
per month for 30 months begmning July 1, 1956, or about $36,400,000 
the first year. Yet the justifications state you had to stop purchases 
on December 1, 1956, because the $21 million had already been largely 
committed and you are requesting a total of $51 million this year. 
How do you explain this? 

Mr. Wormser. We were apprehensive at the time we made our 
inet request, Mr. Chairman, that we would run out of the money 
that was appropriated at that time, $21 million, realizing miners 
would rush to grasp their opportunity to draw on the funds. The 
funds were exhausted quicker than we realized. The record shows 
our anxiety on that score. We asked for $35 million, as I recall, and 
were given $21 million. 

Mr. Krrwan. Congress limited the amount to about $3 million for 
7 months because if you don’t hold down the monthly rate you won’t 
be able to continue the program over the 24-year period authorized 
by the bill. At a total cost of the $91 million, this means a monthly 
rate of expenditure of about $3,033,000, yet, you committed most of 
the $21 million in 5 months which was at the rate of $4,250,000 per 
month. 

Mr. Liepert. You cannot make your bread and butter in all of 
these cases work out even when you have a purchase program. 
Public Law 733 tells the Secretary of the Interior to purchase a certain 
quantity of material and give him a specific length of time within 
which to make the pure chases, 

For sound reasons in carrying out the purposes of the act we are 
trying to spread those pure chases as eve nly as possible over the total 
period. There is no way that we know of that you can say we are 
purchasing X amount and only this amount in any particular month 
because your rates of production from your mines vary, and rates of 
delivery vary. 

We feel we are keeping pretty close to a program which will spread 

the fruits of the purchases over a 2%-year period. We might fall 
short of it. In the case of tungsten I think we will not be able to 
sustain purchases within this quantity for a full 2%-year period, but 
we expect, and the program was so calculated, to taper off, as time 
goes on the production rate of some of these producers, and production 
generally will fall off. 
- During the first few months of this program we went back and 
picked up production during the month of July, deliveries for the 
month of July, which included in it some production clear back until 
last May and June which had backed up. 

As a consequence the rate at which we have taken in tungsten 
during the first 5 months of this program is greatly beyond the normal 
rate. If we can ever get strung out we will see what the normal aver- 
age rate of production and de livery would be within the price of $55 
which was set for this program. 
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Remember now that the original purchases for the Government have 
sustained the price over a period of years at $63. That was cut from 
$63 down to $55 to get that subsidy down, and find out at what level 
we would have any production of tungsten at all in the United States. 

It is extremely difficult to know the break-even point, when the 
mines are going out of production and what percentage of production 
is going out and at what price. 

It was developed in all of the hearings and in all the testimony taken 
that a $55 price over a period of 2 years or more would just about 
bring out a million, two hundred and fifty thousand units of tungsten 
and would provide the assistance needed by the industry. 

You will note that the bill limits the amount of tungsten which can 
be taken from the large producers to 5,000 units per month. 

Tn one case one producer is producing, and has historically produced, 
15, “ units. The Government previously had bought all 15,000 
units. He was cut clear back to one-third of his production at a 
price of $55. 

The rest of his production finds its way into the world market. 
What we are really trying to do in the case of the large producers is 
to give them one leg of support and let the bulk of their production 

gradually find its way back into the normal markets, or seek that 
o vel where it can be sustained as a going industry. 

With all of these unknowns there is no way in the world that you 
can make your rate of purchases come out even with a simple 
mathematical calculation where you take several months and you 
divide it up into portions and say that is the uniform rate. 

Mr. Kirwan. But if the Government is paying subsidies to them 
why not set a monthly purchase figure and tell them to do the worrying 
as to how much they produce? 

Mr. Lissert. The device here is that instead of paying a subsidy 
directly it is paid indirectly by picking up a portion of their produc- 
tion at an enhanced price. 

As a consequence they will put as much of the production to the 
Government as they can within the limits of this bill, which is 5,000 
units. 

A real small producer puts everything to the Government. A 
large producer puts only 5,000 units. 

As a consequence we feel that the larger producers are the fellows 
that are going to have to do their adjustment to normal business 
conditions. But we did not feel it equitable and proper to tell all of 
the small producers, whose costs of production, generally speaking, 
are higher than the large producer, ‘‘You go out of business and you 
go out first.’ 

We feel this way: That this program was devised so that it could 
be handled in the same manner as previous defense programs and 
within the limits of the Government administration in existence. It is 
the simplest way to return the maximum dollar value to the Govern- 
ment for the money expended. 

In the case of tungsten, the rate at which production is coming in 
has used all the money allocated to tungsten. 

In the case of asbestos we have used substantially all the money. 

In the case of fluorspar we have not. The commitments are being 
made within this week and next week. 
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There was a question that the specifications cited in the act for the 
purchase of flourspar were too rigid for some of the flourspar pro- 
ducers, and we had to find a new basis on which material could be 
delivered to the Government under the program. 

These two items, tungsten and fluorspar, are by far the largest items 
of subsidy. 

In the case of the latter, contracts are negotiated on an individual 
basis so each producer guarantees to deliver a certain quantity to the 
Government at the fixed price. 

Mr. Kirwan. Is there a scarcity of tungsten? . 

Mr. Liesert. As of today there is not a scarcity. 

Mr. Kirwan. That is the point. If there is no scarcity, why is the 
Government purchasing it? 

Mr. Lienert. We feel this way, sir: If there were not a purchase 
program, or a program of some kind, to give to the tungsten producers 
a price greater than the prevailing world market price, we would have 
no tungsten industry in the United States. 

Mr. Kirwan. As long as it is the intent of Congress to spread this 
program over 2} years let the tungsten producer worry about his rate 
of the production. If there are fluctuations, let that be his worry 
and not yours. We are the ones taking care of him. 

Mr. Liesert. This bill was written after long hearings with the 
tungsten industry, and a long exchange of information between 
technical experts in the Government, the committees of Congress and 
their technical experts, and the industry. 

The quantity of 1,250,000 units, with a limitation of 5,000 units on 
the larger producers, was calculated to last 2% years. 

Everyone understands that was the best estimate we could make. 
You cannot take 4 or 5 months’ experience in deliveries and say that 
should apply to the whole program. Obviously it would not. 

We still feel that we are just short in the case of tungsten by a few 
months. But it would take the Government 2 years at the normal 
current rates of production from the mines to buy this quantity of 
tungsten at $55. 

Any production over that from the large producers has to find its 
way into the world market. The Government cannot by law buy 
that tungsten. 

So what we are doing under this act is to give to the large producers 
1 leg to stand on, and to the small producers 2 legs to stand on. 
It is anticipated that during this period at this price some of the 
production will find its way into normal channels; some of these 
mines will go out of business entirely. 

New and additional uses of tungsten are coming into the picture 
every day. It may very well be that at the time this program ceases 
to exist the United States will be able to absorb within the United 
States all of the tungsten produced within the United States, but we 
have not hit that point yet. We are bridging over. We do not 
think it feasible from the standpoint of sound economics to say to 
the industry ‘You go out of business now, and if the future demand 
comes in you dewater your mine and come back in and supply it.” 

Congress has felt that was not a very realistic approach to this 
problem. 

Mr. Kirwan. That is why Congress set up a program at $3 million 
a month over a 2\-year period. Now you have run it up to $4 
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million. How we ever got that $1 million above it is what I am asking 
about. 

Mr. Wormser. In the long run that will be taken care of. If the 
additional appropriation is made, at the end of the year it may get 
down to the average that you envisage. 

Mr. Kirwan. We are talking about the $51 million now, for this 
year. Congress set up a 2-year program which is at a rate of $3 
million a month, or $36 million a vear. 

Mr. Wormser. They didn’t put it on a monthly basis. 

Mr. Kirwan. But you are asking for the $51 million for the first 
year. Youran it up to $4 million a month. 

Mr. Wormser. The industry ran it up. We didn’t do that. 

Mr. Kirwan. If we are going to give them the money over a 24-year 
period it is their job to live within a level program. 

Mr. Wormser. I don’t know how they could do it, Mr. Chairman. 
I don’t think the tungsten producers can get a room and decide how 
much each one will produce without running afoul of our antitrust 
laws. 

Mr. Kirwan. It is not a case of running afoul of any law. 

Mr. Wormser. This would be allocating production to take advan- 
tage of this act. 

Mr. Krrwan. If you cannot control a $36 million rate, how will 
you live within the $51 million? 

Mr. WorMseEr. So long as we have complied with this stipulation 
of law to purchase no more than 1,250,000 short tons of tungsten I 
think we will comply. We can get more than that if we wanted it, 
but we are going to take only that much. 

Mr. Kirwan. That is correct, but what I lead up to is this: When 
Congress set up the law it was the intent to continue the program 
until December 31, 1958. Sure, somebody may suffer because of the 
monthly limitation on producers in the act. 

Mr. Wormser. Some mines have had to shut down because they 
could not dispose of their production. 

Mr. Kirwan. We have run one-third over the rate of expenditure 
that Congress intended 

Mr. Wormser. | anticipated that at the time Congress appropriated 
the $21 million, sir, that the money would run out quickly. 

Mr. Kirwan. I speak of the industry itself, not the Government. 
I am not saying you people are wrong. 

Mr. Wormser. Thank you, sir. 

Mr. Kirwan. I am not condemning anyone of you on that side of 
the table. I am saying that the tungsten industry is wrong. They 
want to get that grab regardless of who suffers. I am not gullible 
enough at 70 years of age not to know what is going on. 

The fellow who will get that grab is the one who will survive. He 
will survive if he gets that and then he thinks Congress will come back 
again and — $70 million more to keep this program going 
until December , 1958. 
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Provide for the record the obligation to date for each of the four 
minerals and unobligated balances. Also provide an estimate of each 
of the four minerals showing how the $30 million request would be 
obligated throughout the remainder of this year. 

Mr. Lienert. That is a very difficult thing to do, sir. That is 
where we got into the difficulty you pointed out before. 

You cannot set up on any kind of a mathematical formula—— 

Mr. Kirwan. Suppose you said to the same industry: ““This is all 
you will get.” 

Off the record. 

(Discussion held off the record.) 

Mr. Lrerert. The industry knows exactly how much money Con- 
gress appropriates under this act for any stipulated period of time. 

They also know what the allocation to the particular industry is. 
We have had many discussions with people about how to cut back 
and limit their production. 

Many people come in any say: “Should we expand our produc- 
tion?” We talk with and counsel them all the time. 

We are achieving a lower rate, I believe, over the long period, of 
tungsten production and letting those uncompetitive elements one by 
one go out of business if they cannot compete even at this level. 
That is by slow restriction. We are trying to shrink the industry 
back into a peacetime level of operations. 

You have to do that as an opportunity arises. For instance, right 
now, the Government has stopped its purchases, since approximately 
December 1, under this program. Before any new money is made 
available to the tungsten industry, small producers particularly will 
be affected. Between December 1 and the expected date of the appro- 
priation, when ver it might be, 6 weeks or a month from now, you 
have a lapse of 2% or3 months. Many of the little people will go out 
of production dur ing that period and never come back. 

That production has been of record up to this point. What it will 
be and how many of those mines will go out during this period and 
not come back at all we don’t know. That is just part of the natural 
constriction program. 

When someone asks me,-on a realistic basis, to give a monthly 
expected delivery under such unknown conditions I cannot do it. I 
cannot allocate the $30 million on a monthly expenditure basis. | 

can take 6 months and divide the total quantities by that period and 
come out with an estimate. 

You want a rate of production and not a rate of money allocation. 

(The information follows:) 
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Commitments to purchase the 4 commodities included in the program under 
the initial appropriation of $21 million, by months, through December 1956, and 
estimates by months for 1957 are as follows: 


Month 


September. -_| 


October. 


November. - - 


Tungsten - 
Fluorspar 
Asbestos 
Columbium 


Total_ 


| Tungsten__- 


Fluorspar- 
Asbestos 


Colum bium- 


Total 


Tungsten 
Fluorspar 


| Ashestos 
| Columbium 


December. 


January wal 


February | 


March. 


Total 


Tungsten 
Fluorsp: ir 
Asbestos 


Columbium- 


Total 


Tungsten- 
Fluorspar 
Asbestos 


Columbium- 


Total 


Tungsten 
Fluorspar 
Asbestos 


Columbium- 


Total. 


Tungsten 
Fluorspar 


| Asbestos 


| Columbium- 


| Columbium-tantalum 


Total 


Tungsten 
Fluorspar 
Asbestos 


Columbium- 


Total 


Tungsten 
Fluorspar-. 
Asbestos 


Columbium- 


Total 
Tungsten 


Fluorspar 
Asbestos 


Total 


Grand total... 


-tantalum -..-_-- 


Commodity 


tantalum - -- 


-tantalum - -_- 


tantalum 


tantalum. 


tantalum 


tantalum 


tantalum 


tantalum 


short tons 


..short ton units 
short tons 


short ton units 


short tons 
pounds 


short ton units 


pounds 


short ton units 
short tons 

fe do 
pounds 


pounds 


short tons 


pounds 


pounds 


0 


53, 269 


10, 000 
0 
0 
| 2, 896 
| 0 
| 215. 2 
206. 8 
5, 945 
0 
| 0 
9, 652 
7,712 
15, 900 
254. 09 
8, 300 
) 
0 
0 
10, 000 
| 0 
32, 747 
0 
11, 000 
0 
0 
0 
9, 000 
0 
0 
0 
9, 400 


Value 
$5, 969, 810 
0 
0 
0 
5, 969, 810 
6, 337, 100 
0 
323, 640 
0 
6, 660, 740 
2, 929, 795 
530, 000 
0) 
0 
3, 459, 795 
159, 280 
0 
201, 325 
703 
361, 308 
326, 975 
0 
0 
32, 817 
359, 792 
424. 160 
842, 700 
225, 435 
28, 220 
1, 520, 515 
0 
0 
0 
34, 000 
34, 000 
0 
1, 735, 600 
0 
37, 400 
1, 773, 000 
0 
0 
0 
30, 600 
30, 600 
0 
0 
0 
3}, 960 
31, 960 
20, 201, 500 
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Estimated commitments to purchase the 4 commodities included in the program 
under the requested appropriation of $30 million, by months, are as follows: 


























Month | Commodity | Quantity Value 
February Is inicciicddggeeeaancccubodeme -Short ton units-- 160, 000 $8, 800, 000 
PR -.005 dttisivetcbiacianstiebbeeat hs iccadeetiameedd 0 0 
P6955 25 Liniddabodsinasntdage sntadteeyicmnasad 0 0 
| Columbium- a 5 ass Sind seeawceal pounds..| 17, 000 57, 800 
I a ee niet Rives asics aleoicente 8, 857, 800 
as) lll Ee short ton units-_} 62, 000 3, 410, 000 
II hires sicnainlrcinsnd cmt sa natoumeednamaadiacen short tons. -| 34, 500 1, 828, 500 
| Asbestos eke eSinb Sed ousndaae wonen aie Geneee do....| 310 273, 000 
| Columbium- tantalum sss saiauiason tate cxeviahehaehiasensaoartniaph ia tlie pounds. -| 16, 500 56, 100 
I in csi ssiacsits pti eels aida catalan s i aici 5, 567, 600 
REE ccicccncest Pac teiicosduietnn cndcguibeduaen short ton units__| 65, 000 3, 575, 000 
NE. eiinicinicndesnescesesssauasenieeuden short tons- 34, 600 | 1, 833, 800 
RENE. «6b ince edennteacndacssaiebhddemaandeas eee a 307 | 275, 800 
Cobemnctidtey-Cartatuan. (ii indccsigeeeecucbassceae pounds 16, 000 54, 400 
NE oman si da eit deat liga i saa ale ee | 5, 739, 000 
May. -- ; TIEN: icc coi sie Leake short ton units--| 70, 000 3, 850, 000 
I 5» ss sa achchasesplemeigeieh pilemalatipenn piesa dali short tons-_-| 8, 600 455, 800 
Pa 6 sch addadytiotenanceddéenuddeetadekaae do 312 | 278, 000 
Columbium-tantalum ---........---...---. es pounds-_/| 17, 000 57, 800 
QR i. oa a ee sacteeeLeren 4, 641, 600 
June Tungsten _-.-.--- etesigeatndedmaditeamsie in short ton units_- 75, 000 | 4, 125, 000 
PRIMI swab socks ccccccusadeonueasenaeeees ..-Short tons 8, 626 | 457, 200 
i iso iieriiccnicic dae abet hetien bees es settee 314 | 277, 400 
ee ee a ee pounds... 17, 529 59, 600 
NIG sania renccinshetis cai ona arc ade Staecicaiiaaiaael 4, 919, 200 
ret bE) 2a scowicnicdnecieaattieiabedaa eet 29, 7 725, 200 


Mr. Kirwan. If you turn around and say to the small industry 
‘“‘we have to limit our purchases to tide the money over until December 
31, 1958,” I think that will solve it. 

Mr. Wormser. These little fellows presumably are shutting down 
now, they may decide to come in after they see the way is clear for 
additional funds from Congress. If Government purchases are placed 
on monthly basis, the tungsten miners can say, ‘‘We will put on three 
shifts to take advantage of the situation.”” They will be driven to 
rush in and turn out all they possibly can over to the Government 
each month, then shut down and await next month’s help. [ wouldn’t 
blame them. I would do the same thing. But that is not orderly 
mining. 

The miners can upset any schedule we may establish on a monthly 
basis. 

Mr. Kirwan. If they can upset it, why fuss around with them? 

Mr. Wormser. We are not fussing around with them. We are 
just accepting their output to the limit of the funds we have available. 

Mr. Kirwan. You admitted they can upset any schedule. You 
say we have enough tungsten for national defense. 

Mr. Wormser. Yes, sir. 

Mr. Kirwan. When this is over why give them any more of a 
subsidy? 

Mr. Wormser. There we come into the long-range program. 








LANGUAGE PROVISION 


Mr. Kirwan. Why is it necessary to have the special language to 
make purchases retroactive back to last December 1. Is it because 
you committed the $21 million in 4 months rather than spreading it 
over 7 months? 

Mr. Wormser. Precisely. That is so the little fellows trying to 
get going will have a chance to dispose of their product without 
difficulty. 

Mr. Krrwan. Is this language provision subject to a point of order? 

Mr. Larson. I don’t believe so. It is intended to just extend th 
availability of funds back to December 1, 1956. 

Mr. Krrwan. Please look into it. 


TARIFF PROBLEM 


Mr. Jensen. I have been sitting here listening to this colloquy 
among you, and one thing comes to my mind, as it always does when 
we talk about subsidies, subsidizing anyone in America. 

As I understand it, the reason for this subsidy to these mine opera- 
tors is that they must be subsidized in order to meet foreign competi- 
tion to at least some degree. Is that correct? 

Mr. Wormser. Correct. 

Mr. JENSEN. Can you tell the committee what the ad valorem tax 
is on these different minerals involved? 

Mr. Wormser. Yes, sir. I think we have the rates here, and if we 
have them we can insert them in the record. 

Mr. Lizperr. Roughly $8 a unit. I don’t have the specific ad 
valorem rates. I didn’t anticipate this question. 

Mr. Jensen. Put the tariff for each one of these minerals in th 
record, 

(The information follows:) 


Tariff schedules for the four program commodities and antimony are as follows 


Tungsten, ore and concentrate_________ EB Aho pound Ss). 50 
Fluorspar, acid grade fer Hed ees St short to: 2. 10 
Asbestos, chrysotile ‘ einai call bio 68 nine Sein woke > . 
Columbium-tantalum, ore and concentrate oe ee ee 
At timony, ore and concentrate sears me 

= = ate ad all = a a nig wale at pou 1 Oz 


Regulus 


‘ Free i 


Mr. Jensen. The facts are that if we had a sufficient tariff to 
protect the domestic mine operators there would be no need for the 
expenditure of all this money which you have already spent and are 
here asking for $30 million more? 

Mr. Wormser. That is right. 

Mr. Jensen. This is a fair example of many other things where we 
have reduced our tariff walls to the point the country is being flooded 
by products from foreign countries, where labor costs are one-tenth 
to one-half of what our labor gets, and where the land is worth possibly 
only 5 cents an acre compared to $50 an acre here. Our land and 
labor is far higher than that, from twice as much to 10 times as much 
as mining labor in foreign countries. 

It is wonderful to be bighearted. We have been so bighearted that 
I am afraid we will bust out at the seams one of these days and the 
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whole world will laugh at us and say, ‘Uncle Sam, it was wonderful, 
but you are sure a darn fool for spending money like a drunken bil- 
lionaire.”’ 

I don’t know whether the world will appreciate it in the long run 
or not. 

I will make my speech very short and sweet. Just because Congress 
authorizes something, and just because someone got on the floor of 
the House, or testified before a committee that they thought they 
needed $90 million to carry on this project, that doesn’t mean this 
Appropriations Committee has to furnish the money. We don’t. 

Many times authorization bills go through, money is authorized, and 
the Appropriations Committee doesn’t furnish one single dime to 
support that authorization. 

If I vote for this this time, I promise you this much—it will be the 
last time I vote for money for this purpose. I will make you that 
promise, gentlemen, unless we put our tariffs up to protect the Ameri- 
ean worker and American industry to the point where we do not need 
at least this much money. 

Reciprocal trade treaties are wonderful, but it happens they are 
not reciprocal in too many places. 

[I will not promise you right now, gentlemen, that I will even vote 
for this because I don’t like the picture. 

You have plenty of these materials for our defense program, and my 
guess is that most of these operators could live and possibly make : 
little money without this subsidy. 1am not sure about that, but I 
do not like this kind of business. The quicker we get away from it the 
better it will be for us and everybody else, I think, and also for industry 
so they will know they cannot depend on Uncle Sam for such business 
as this. 

That is the way it strikes me, gentlemen. I am just talking from 
my heart, and I don’t want to be contrary. 

But I sit here and listen to our chairman, who did a magnificent job 
in bringing out the facts, and I think you folks did a wonderful job 
in trying to answer as to the facts. I think you were honest. From 
the discussion I gather that Uncle Sam is bemg taken for a great big 
ride. 

Do you have any answer to that little speech? 

Mr. Wormser. One short comment, Mr. Jensen. The justification 
for it I see. I share your misgivings. 

The ti mest n-mining industry deserves a bouquet. We didn’t have 
a tungsten industry before. We had just a small industry. They 
did a fine war job and should be given a reasonable period to readjust 
themselves. I felt I could subscribe to this bill because it represented 
a transition period, and it also gave us a breathing o Ii to come out 

vith some program which weuld enable that part of the tungsten 
adeeb to survive which could meet a competitive platform as 
delineated by whatever long-range program the administration and 
Congress adopts 

Mr. Jensen. The big concerns that are in the tungsten business, 
certainly they can get along without this subsidy; can they not? 

Mr. Wormser. I am sure some of them can; yes, sir. 
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ASSISTANCE TO SMALL PRODUCER 


Mr. JensEN. Can you weed out those that you know can get along 
and keep their mines operating and help the little fellow more, than 
possibly we have been, to stay in business? 

Mr. Wormser. As I envisage it, Mr. Jensen, the market should 
decide who should survive. If you get a reasonable price for tungsten, 
the market is attractive enough, you will get the tungsten you need. 

Mr. Jensen. I don’t question at all but what you can get all the 
tungsten we need without this subsidy. 

Mr. Wormser. But it has been a very weak world market in tung- 
sten in the last year or so. There has been far too much tungsten. 
If the American tungsten miner were thrown into this international 
picture today, outside of one producer, most of the industry would 
shut down. 

Mr. Jensen. Because of the low tariff? 

Mr. Wormser. And the low world price. 

With reference to your feeling about survival of the little fellow, one 
of the thoughts behind this act, by putting a limitation of 5,000 units 
per month on shipments, that was to help the little fellow, that is, by 
slowing up shipments to the Government. The $21 million has been 
used pretty quickly, despite that limitation on the amount they can 
ship. 

VALUE OF TUNGSTEN 


Mr. Fenton. Just how necessary is tungsten to our economy’ 

Mr. Wormser. It is a terrifically important metal. I am vind you 
brought that up, because to my mind tungsten is one of the most 
useful metals in the world today, which has not yet found its proper 
position in industry. You will hear more and more of it as time goes 
on, and even the defense agencies, which were designing away from it, 
now are coming back to it. 

It has the wonderful property of having an extraordinarily high 
melting point which very few metals and minerals possess, so it can 
be alloyed with other metals to provide a stronger steel, and it can be 
used in supersonic plane development and missiles and what not. 


IMPORTS OF TUNGSTEN UNDER AGRICULTURAL BARTER PROGRAM 


I am hopeful that we will be able to acquire tungsten right now in 
the world market at these low prices and pile it up here, if we can get 
it, in exchange, especially, for our agricultural barter program. 

I can envisage that we will have tungsten, of which we have only 
limited supplies in the United States now; but in the future it will be a 
tremendously useful mineral to have in an ample stockpile. At the 
same time barter might bolster the international market sufficiently 
to help the domestic people survive. 

Dr. Fenton, tungsten is a perfectly wonderful and absolutely 
indispensable metal. 

I recall an officer of the General Electric Co., who had charge of all 
their research some years ago, telling an audienc e at the Stevens 
Institute of Technology that they could afford, General Electric could 
afford, to pay $100,000 a pound—that is staggering—for tungsten for 
certain indispensable uses. That is how valuable it was in some of 
their products. It is really a remarkable metal. 
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Mr. Fenton. It is fairly easy to obtain, is it not, from importers? 
Mr. Wormser. Yes, sir. 

Mr. Lizsert. Under certain conditions it is. 

Mr. Wormssr. Do you want to elaborate on that? 


PRODUCTION STIMULATED BY WAR NEEDS 


Mr. Lizsert. If I might, please, sir. Doctor, it is easy to get 
when we have our own production in the United States to rely on, 
and a hedge against the rest of the world suppliers gouging us. When 
the Korean war started the world market price of tungsten jumped 
from a low of around $18 to $90 a unit. 

Mr. Fenton. What do you mean by “unit’’? 

Mr. Lreserr. A unit is 20 pounds of tungsten trioxide, usually 
contained in a 65-percent concentrate. The price was, as I said, $90. 
It jumped because of the terrific strain put upon the world market 
suppliers of tungsten. We had no industry in the United States to 
speak of in tungsten, and we had no stoc kpile. Therefore, we had to 
acquire it. We went all over the world to buy tungsten at $63 and 
$65 for the stockpile, and that was less even than “the going world 
market price, because of the tremendous necessity for this material 
for defense purposes. 

We expanded the domestic industry terrifically at a base price of 
$63 a unit, which was the price under the defense program. We 
have filled our stockpile and the world tensions have eased. The 
normal areas supplying tungsten to the world, because they have 
been stimulated by this defense need, will have to shrink their produc- 
tion. ‘Tungsten mines all over the world were stimulated abnormally. 

A good part of this oversupply of tungsten comes from mines in 
other areas of the world. 

Mr. Fenton. What caused the stimulation? Did the war cause it? 

Mr. Lresert. The war, and the increased uses for tungsten. 

Mr. Fenton. The necessity for war machinery? 

Mr. Liepert. Yes, sir. Tungsten was going into tanks for heavy 
steels, all kinds of high-speed tools that are necessary to mass produce 
weapons of all kinds. The tremendous uses for tungsten are, I think, 
in their infancy, as the Secretary has said. It will be used for super- 
sonic applications, and high-heat applications. 

As a matter of prudence and based upon the best information which 
we have been able to get, there is an indication that within a reason- 
ably short period of time the entire world, and particularly the United 
States, is going to use ever-larger amounts of tungsten. It seems to 
us to be a pity that when that time comes all of our mines will have 
been filled with water, and we will be dependent upon paying what- 
ever price the rest of the world wants to charge us for tungsten. 

Continuance of the industry seems to me, gentlemen, to be a hedge 
against being gouged by the rest of the world should we have another 
emergency, this time, perhaps, of an economic nature. 

Today, as I sit here, I cannot honestly say whether we have more 
tungsten in the stockpile than we need or less tungsten, because to- 
morrow the Air Force could come out, or the military could come out, 
with some new-type weapon or some new-type steel using increased 
quantities of tungsten which would make the amount which we have 
in the stockpile almost negligible for requirements. In the face of 
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that potential demand, the best kind of insurance we can get is to 
keep in balance the domestic production of this very fine and wonderful 
mineral with what is projected to be our future needs. 

Perhaps I have spoken a little strongly because I feel strongly 
about tungsten. I had to put a rifle on my back and go to South 
Korea, a few miles south of the 38th parallel during the winter of 
1951, help clean out a nest of guerrillas and put a battalion of troops 
around the mines in order to get workers in there to speed up tungsten 
production so that we could get it into the United States to make 
munitions. At that time the negotiated price was $63 a unit, plus 
all costs of transportation from the mine to the seaport, plus all 
costs of ocean freight over to the United States, which was con- 
siderably larger than the $63 we were paying here in the United 
States. 


SOURCES OF FOREIGN PRODUCTION 


Mr. Fenton. Where else is it produced besides in Korea? 

Mr. Lizserrt. It is produced in South Korea, and the largest pro- 
duction, of course, is in China. However, today, available to the 
Western World, you have production from South Korea, Bolivia, 
Brazil, Canada, some small amount from Mexico, a little from Siam 
and Malaya, and a little from Spain and Portugal, and that is about 
it. The Spanish and Portuguese mines are going out of production— 
they are high cost mines. 

The Bolivian material is inferior because it is mixed up with tin, 
and has to be treated and their costs have mounted precipitously. So, 
we can say the best sources of supply are Brazil, South Korea, Canada 
and the United States. There is also some production in Australia. 

Now, during this period we have stimulated the production of 
tungsten in the United States; we came from nothing up to a rate of 
production which would more than sustain all of our current economic 
uses of tungsten. 

Mr. Wormserr. Twice as much, as a matter of fact. 

Mr. Lienert. We had jumped into a very secure position in this 
mineral, and that is the reason we so strongly believe we ought to 
continue these mines in production if at a reduced rate. Production 
will shrink down to a level where it can be economical and exist without 
subsidies. We do not want to precipitously cut off all support for these 
mines, because I feel if we did that we would probably have, in the 
next 6 months, one mine left that was producing in the United States. 
Many of those which built up a part of this production are now shutting 
down, and they have not yet recovered their investment from the 
development cost which went into opening up these mines for our 
defense purposes. 

If we can carry this program on for another couple of years, they 
will work out their initial investment and find their proper place in 
world trade in this commodity. At the same time we will not have 
sold the country short by shutting down all of our tungsten produc- 
tion because we failed to be prudent enough to put in a few dollars 
of subsidy. That is the way I feel about it, sir. 

Mr. Fenton. Mr. Chairman, did you ask to have inserted the com- 
panies producing tungsten which are in existence? 

Mr. Kirwan. Yes, sir. 

Mr. Fenton. What about these other minerals which have been 
discussed, such as fluorspar, asbestos, and columbium-tantalum? 
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ASBESTOS PURCHASE PROGRAM 


We have talked mostly about tungsten. What about these others? 

Mr. Wormser. They are very small in output, sir. 

Mr. Lieserr. It is in very small production. We have only al- 
located of the $21 million total the amount of $736,400 during the 
initial phases of the program for purchases of asbestos, and all of 
this asbestos is being produced in Arizona, 


COLUMBIUM-TANTALUM 


Mr. Fenton. What about columbium-tantalum? 

Mr. Liesert. That is small. Columbium-tantalum is still smaller, 
but our feeling is this: There is today one substantial mine. All of 
that production is being sold under special contract to the General 
Services Administration. ‘This program is negligible—not negligible 
because it involves $196,000—but in view of the total. It was put in 
the program to stimulate wherever possible any new find of colum- 
bium-tantalum, to bring it into production. Like tungsten, colum- 
bium-tantalum is a tremendously ee strategic mineral. You 
cannot make an alloy for use in a jet engine “unless you have 
columbium-tantalum, nor can you make these alloys that are hard 
and corrosive resistant enough for the intercontinental rockets without 
tungsten and the tungsten steel alloys. 

So, we are doing everything we can to stimulate columbium-tanta- 
lum production and exploration i in the United States. Unfortunately, 
Mother Nature has not given us any large deposits that we know of 
yet. A new deposit has been found in Canada, and we are ever 
hopeful that someone will stumble across something here. This is to 
keep that very small segment of the columbium-tantalum industry 
alive until we can find out more about it rather than letting it go 
down the drain. 

Mr. Frenron. Can you give us a little detailed map which shows 
the location of the deposits of asbestos, fluorspar and columbium- 
tantalum? 

Mr. Liesert. Yes, sir. 

Mr. Wormser. We would be very glad to do that. 

(The map was furnished to the committee.) 


VARIOUS STOCKPILE PROGRAMS 


Mr. Buper. Mr. Secretary, I realize, of course, that this program 
was initiated by the Congress and then the Department came in in 
support of it. 

How many of these stockpiles do you think we need? With respect 
to tungsten and the other metals and minerals we have the strategic 
stoc kpile, we have the supplemental stockpile, both of which are full, 
and under this bill you have another stockpile. 

The Department of Agriculture has its stockpile from bartering. 

How many stockpiles do we need, and who is going to determine 
how much of these things we do need? Those items were supposed 
to have been determined originally when the stockpiles were set up; 
were they not? 
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ADEQUATE MILITARY STOCKPILE 


Mr. Wormser: I think in the first place, Mr. Budge, we have to 
discuss how these stockpiles originated, and what their purpose was. 

The first one, of course, as you indicated, was the military stockpile 
which was originated under Public Law 520, and which was designed 
to help our defense in making sure we had an adequate stockpile of all 
strategic and critical metals and materials. I think Dr. Flemming 
has indicated, Congressman, from time to time the status of that stoc k- 
pile, which is getting in fine shape, as a matter of fact, for nearly all 
metals and minerals. However, there is still room for an additional 
supply of some metals and minerals. I have in mind copper, for ex- 
ample, and I think aluminum stockpile is not filled. 

However, as against the necessity for a stockpile, you have the 
splendid growth in those two industries so that from a defense stand- 
point their position is very strong. 


SUPPLEMENTAL STOCKPILE FROM AGRICULTURAL BARTER PROGRAM 


In addition to that, we have another stockpile which you mentioned 
a moment ago, the supplemental stockpile, and I presume you are 
referring to the one generated by the agricultural barter program. 
That one came about ‘purely because of the congressional adoption of 
Public Law 480, which sets up provisions whereby the surplus agricul- 
tural products of this country can be bartered for strategic and critical 
metals and minerals. That stockpile has been of tremendous assist- 
ance in supporting, or you might say “‘stabilizing,’”’ although I do not 
like the word because of its connotation, certain metals. To illus- 
trate, it was but a few months ago when the zine situation was very 
weak. Had it not been for the fact that there was extensive barter 
for surplus zine produced abroad, the price of the zinc would have been 
far lower than it is today. 

The supplemental stockpile, acquired through barter, is completely 
divorced from the military stockpile, but there is no reason why 
acquisitions for supplemental stockpile cannot be used for military 
purposes. However, it takes an act of Congress to dispose of any of 
the metals that are acquired under the provisions of Public Law 480. 


BASIS FOR SELECTION OF ONLY FOUR MINERALS UNDER PROGRAM 


Mr. Bungee. I am just a little bit curious as to why these particular 
four metals were chosen for this program. 

Now, I happen to think of one other, antimony, where we had only 
one producing mine in the United States, and a very expensive mil! 
had been built to process it, I think at a cost of about $2.5 million or 
$2.66 million. It was the only one in the United States. Antimony 
was listed as a strategic mineral and it was purchased for the stock- 
pile. However, while you want to keep these industries alive, 
although you say you are going to bring them back, at the same time 
you did not take any interest at all in the preservation of the one 
producing antimony mine in the United States, and it closed down, 
and they tore down the mill. 

Why were these four metals and minerals selected out of all the 
metals and minerals which we have? 
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Mr. Wormser. Well, of course, these metals and minerals were 
covered by the prior act. I have forgotten the name of the law cover- 
ing it, but that prior act did not have any antimony in it. 

Mr. Bupas. If the Department is so interested in the preservation 
of strategic materials, why haven’t you kept the one antimony mine 
in production, just as you have kept these others in production? 

Mr. Wormser. The antimony picture is such that we have got an 
adequate stockpile now. 

Mr. Bupce. What about the situation with reference to these other 
minerals and metals? 

Mr. Wormser. We had a going industry in tungsten and fluorspar. 
We did not have a going industry in antimony mines. They were 
shut down and have been shut down for years. 

Vir. Bupce. That is not correct. You had one producing antimony 
mine in the United States. 

Mr. Wormser. Yes; and that was in Idaho. 

Mr. Bupce. That is correct. 

Mr. Wormser. However, I do not believe it has produced for several 
years. Am I right? 

Mr. Bunce. That is what I am getting at. Why does the Depart- 
ment pick out these four? 

Antimony was designated as a strategic metal and it was purchased 
for the strategic stockpile. Yet, the one producing mine that we had 
was allowed by the Department to close without any assistance from 
the Department. Ido not understand how you differentiate between 
industries. 

Mr. Wormser. Well, I believe it was elosed several years ago. 
The smelter was closed, and the mine was closed. There was no way 
short of a really huge subsidy to keep it going in the light of their 
competitive position, ; 

Mr. Buper. This matter involves $90 million. Is not that a pretty 
huge subsidy for tungsten? 

Mr. Wormser. I am thinking of the individual relation of wha 
it would require to preserve one antimony mine, and what it took 
to keep the tungsten industry in being. 

Mr. Buper. When this program started, you had only one tungsten 
mine, according to vour testimony. 

Mr. Wormser. That is right. 

Mr. Buper. You had one antimony mine that was built wp in the 
same wav as tungsten was, because the United States Government 
needed the antimony during the war. Yet, it has gone out of pro- 
duction, and apparently the Department does not worry about that. 

Mr. Wormser. We are worried about it, but I see no means at the 
moment—and I am perfectly open to suggestion—as to how we might 
reactivate it. 

Mr. Bupar. How were these four selected? 

Mr. Wormser. They were selected because they were in the act. 
I have forgotten the exact designation of it, but I believe it was the 
Domestic Minerals Program Extension Act of 1953. 

Mr. Lreserr. If I might interrupt, I think I can chronologically 
get at what Mr. , Badge is talking about. 

Mr. Buper. I know the history of the legislation, but I want the 
De partment: s statement as to whether you think that just these four 
should be included, or whether we should have a Signet program, or 
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why the favoritism as to these four? I know the history of the 
legislation. 

Mr. Liesert. On this thing, sir, the view—and I think it was well 
documented—was that the only purpose was to sustain or to keep in 
being and to shrink down these industries which are presently or were 
presently in being last year. The antimony mine that you are speak- 
ing about was not in production, and in fact had been out of produc- 
tion for an extended period of time prior to that. So, to do anything 
for antimony by way of an inclusion in this act would have meant 
subsidizing the reopening and redeveloping, shall we say, of an in- 
dustry which at that time was not in existence. For gene ral pur- 
poses, in the United States, most antimony, as you know, is a by- 
product of other mining operations or is found in large sunebats in 
scrap battery lead. 

Mining of primary antimony is not profitable. I think our annual 
production last year was something like 500 tons, and that happened 
to be simply because 500 tons of pure antimony metals were taken 
out as a byproduct of other operations. We had no going antimony 
mines of the type of the mine out in Idaho. 

Consequently, to have done anything for antimony would have 
meant that you would subsidize the reopening of the mine, not sus- 
taining the production of that mine. It did not appear consistent 
with what Congress said they wanted included in the act. <A bill was 
introduced to include antimony but Congress did not go along. 

We had no reason for action other than that within the justification 
for the legislation. 

Had there been a going mining industry and had that mine been in 
operation and the production from it nece ssary to the economic life of 
the United States, [ am quite sure that the views would not have been 
inconsistent with the views expressed in this bill. 


NEED FOR RETROACTIVE PURCHASES TO DECEMBER I, 1956 


Mr. Buper. You stated a little while ago that the producers of 
tungsten and the other materials here know the amounts which are 
appropriated by Congress, and would gear their operations consistent 
therewith. 

Why do you want to go back and date this back to the Ist of 
December? Thev knew how much was appropriated and they knew 
how much you had spent. 

Mr. Lizsert. Well, they could not keep that current, sir. They 
could not keep that current because mine X and mines Y and Z do 
not know what each one of the othe rs has produced, and the published 
figures of the General Services - prenyy wakes Hy between obligations 
and purchases just do not come out that fast. The nature of the 
operation of this program is such that a mine will tender to the 
Government a certain amount of production. It is usually 6 weeks 
to 2 months following that, by the time the miner gets a check for that 
production, and there has not been a suificient length of time in the 
life of the program for anyone to be able to average out on a monthly 
basis what their average production ought to be. 

Mr. Bupce. Did they not know that you were out of money on 
December 1? 

Mr. Liesert. Yes, sir. 
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Mr. Bunge. Yet they are still in production. 

Mr. Lizpert. Well, some of those are still in production in antici- 
pation that Congress would continue the program because of its 
stated purpose ¢ and, so, they are going on hoping, I think, that at least 
a portion of their production w ill be purchased by the Government 
under a continuing availability of funds. 

Mr. Bupa. In other words, they do not base it on what Congress 
appropriated, but they base it on anticipation of what Congress may 
appropriate; is that correct? 

Mr. Liepert. No; I would not say that, sir. I think that had 
the amount of money which we originally felt was needed been 
appropriated, and I believe the amount which we requested of the 
committee originally for this interim period was $35 million, our 
bread and butter would have come out just about even at this. time. 

It is my understanding that applying a mathematical formula thé 
figure was somewhat reduced because we did not build into that 
monthly average the shrinkage through the life of the total program 
which we expect will take place in ee We have not felt the 
effect of that shrinkage yet. However, I believe that we will. 

I believe over the life of the program we will pretty much come out 
where we anticipated or proje cted that we woul 1 come out a year ago, 
However, | believe that there just is no Ww ay for eve ryone to know, and 
for X, Y, and Z to say “I have got to cut down my production a 
thousand tons this month Rane too much was delivered to the 
Gevern) ent last month.” 

No one has that figure until the total amount of obligations are 
made known, and just the sheer shortage of time to get that informa- 
tion back to the industry prohibits or prevents them from knowing 
how to gear their production. Many of the large producers have cut 
down substantially their production and are trving, and I believe prop- 
erly so, to cut down their total production in anticipation of being 
able to take whatever amount of the market they will get at some future 
date. 


EFFECT OF AGRICULTURAL BARTER PROGRAM 


Mr. Bupcr. Mr. Secretary, what do you think will be the effect 
of this agricultural barter program. be ing carried on by the Department 
of Agriculture on the domestic mining industry? 

Mr. Wormser. I think it is one of the most beneficial steps that the 
Congress has taken in years. 

Mr. Bunce. You do not feel that the building up of stockpiles of 
surpluses will tend to depress the prices paid the domestic producers 
at some future date? 

Mr. Wormser. I would have been very apprehensive about that 
prior to an amendment to Public Law 480 which took place last year. 

Before that, you may recall, sir, I appeared before the Interior 
Committee, and I told them I did not approve of the barter program 
for the simple reason that I envisaged something that you just inti- 
mated; namely, if you do acquire these metals and minerals by barter, 
the Government is put in the position at some time or other of dis- 
posing of them, and that would have a very detrimental effect on 
the metal and mineral markets, but thanks to an amendment, that 
was put in Public Law 480 last year; namely, that these acquisitions 
cannot be disposed of unless Congress so authorized; it is a one-way 
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road, now, and the mining industry will be put on notice whenever 
any of these acquisitions are to be disposed of. So, as a consequence, 
the barter program can be used very advantageously to bolster or 
support the metal markets especially for those that compete inter- 
nationally. 

Mr. Bupaer. Mr. Chairman, there is only one other thing that I 
would like for the record, if the Secretary’s office would furnish it, 
that would be the amount of these materials that are currently in 
the various stockpiles over and above the strategic stockpile. 


TUNGSTEN ON HAND EXCEEDS MINIMUM AND LONG-TERM STOCKPILE 
OBJECTIVES 


Mr. Kirwan. Let me say here in regard to tungsten that the 
Director of the Office of Defense Mobilization, Mr. Flemming, said 
this last June, and I think this will answer your question: 

Tungsten on hand exceeds both the minimum and the long-term stockpile 
objective. The inventory plus orders, is larger than the total 5-year wartime 
requirement. 

Understand, we have that much, and it is larger than the 5-year 
wartime requirement. 

Mr. Flemming further says, speaking of the situation last year 

The Government is purchasing all the domestic tungsten that is offered and is 
paying a premium price of $63 per short ton now as against current market price of 
about $43. 

We os even giving them $20 more. 

Mr. Flemming further said, because purchases about equalled the 
quota under the program 

The legal termination date for the tungsten program is July 1, 1958, but the 
program will probably be completed by June 1956. 

That is what Mr. Flemming said. We have all of it we want, and 
we are giving the producers $20 a ton more. 

This is the testimony of Mr. Flemming before the Interior and 
insular Affairs Committee of the House of Representatives: 

Mr. Fenron. When was that? 

Mr. Kirwan. June of last vear. 

Now the Congress authorized a 30-month program which would be 
at a rate of about $3 million a mol - if the money is to last but the 
industry has produced and you claim you have had to purchase at a 
rate of over $4 million a month. 

Surely, if we got into an emergency we could toss right into the 
breech a large amount of tungsten. However, it is proposed to keep 
the industry going until you get a long-range pian developed as the 
President recommended. If they are not going to do their part, they 
are going to be the sufferers. 

Mr. Budge, we will have the figures which you requested placed 
into the record 

Mr. Bunge. I appreciate that, Mr. Chairman. 

(Notre.—The only purchases through the Commodity Credit Corporation under 
the Agricultural Barter Program in 1956 were for fluorspar, of which a total of 
$3,400,000 was acquired.) 
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Mr. Buper. They cannot put in the strategic stockpile figures. 
However, I would like the ones in addition to the strategic stockpile 
figures. 

Mr. Wormser. Yes, and we can put in the four things that you 
took up at the start, asbestos, tungsten, fluorspar and the other, 
antimony. 

Mr. Kirwan. Mr. Flemming also said the amount of asbestos, 
fluorspar, and columbium-tantalum on hand and on order exceeds 
the long-term stockpile objectives. 

Mr. Budge, you were correct when you wanted to know why they 
didn’t keep that one antimony mine in production, but still went 
along with the other four minerals. 

Mr. Buper. Thank you, Mr. Chairman. 

Mr. Kirwan. I believe that completes the hearing on the request 
for supplemental funds. 
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INCREASE IN SALARIES AND EXPENSES AND KeEvoLvING FuND 


Mr. Preston. The committee will come to order. The committee 
is assembled today to consider a supplemental item for the Small 
Business Administration. It is found in House Document No. 48, 
85th Congress, Ist session, on page 4, which reads as follows: 


SMALL Business ADMINISTRATION 
SALARIES AND EXPENSES 


‘For an additional amount for ‘Salaries and expenses’, $1,300,000 to be trans- 
ferred from the ‘Revolving Fund, Small Business Administration’. 


““REVOLVING FUND 


‘‘For additional capital for the Revolving Fund, authorized by the Small Business 
Act of 1953, as amended, to be available without fiscal year limitation, $50,000,000.” 

The volume of business loans has been substantially greater than anticipated 
at the time the 1957 budget was approved. Asa result, presently available funds, 
both for loans and for administrative expenses, will soon be exhausted, the loan 
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funds probably in February. Additional capital in the amount of $50,000,000 
is needed to meet estimated loan requirements during the balance of the fiscal year, 
and $1,300,000 is needed for administrative expenses. 

The statutory limitation of $150,000,000 on the dollar volume of business loans 
which may be outstanding at any one time is expected to be reached in February 
also. Immediate acticn on legislation to raise this limitation is being recom- 
mended to the Congress. 


At this point we shall insert in the record pages 6 through 11 and 
30 through 35 of the justifications. 
(The information is as follows:) 


28ST FOR TRANSFER OF ADDITIONAL FUNDS FROM THE 


JUSTIFICATION OF ReEaQuI 
A, TO THE APPROPRIATION FOR SALARIES AND EXPENSES 


REVOLVING FunNpD, SB 


GENERAL 


The 1957 budget for business loans was approved on the assumption that an 


average of 350 business loan applications would be received each month with 





loan approvals averaging 175 per month. However, the actual workload has 
been far in excess of the budget estimate. This is shown by the following 
tabulatio: 
Business loan application 
Number Increase ove! 
received budgeted! 
106 A6 
ist 439 89 
September__-.._-. joipeesnpeainan 512 162 
October 692 342 
November 5 i ; 685 33 
December _-_- ia inci aiin : 603 253 
a0tal_.... : Santi pains aati scents 3, 337 1, 237 
Since our staff was geared to the 350 monthly application level under the budget, 


serious backlogs developed. To cope with this backlog, the Bureau of the Budget 
reapportioned our administrative funds so that we could obtain employees from 
other Government agencies, on a reimbursable basis, during the second quarter 
of the fiscal year. During this period, we received the temporary services of 
55 technical and 43 clerical employees. It was our expectation that if such 
backlogs could be removed, we might be able to stay current from then on if the 
volume fell back to the budgeted level. However, applications increased resulting 
in even more serious backlogs than we experienced in September. 


The following statisties reflect the backlog trend: 





Applications Loan 

pendin pending 

end of month closing 
July : 164 692 
August : $52 676 
Septem ber . 93 645 
October__.-.- giafiesd a 721 699 
Novem ber__-_-- > ‘ 810 Ps) 
December-_.- ; ‘ 3 808 792 


Considering the fact that the loan-application volume for the spring months 
of the years throughout SBA’s existence have exceeded the fall months and the 
likelihood that the bank-credit situation will not improve materially during the 
next few months with respect to small business, it became apparent that we should 
make arrangements for a large workload on a more permanent basis rather than 
attempting to borrow untrained personnel from other Government agencies on 
a temporary basis. For this reason, the Bureau of the Budget again reapportioned 
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our funds at our request to permit us to obtain staff to handle this unanticipated 
and unprecedented workload. The initial apportionment and current reappor- 
tionment approved by the Bureau of the Budget are as follows: 











Initial Current 
ipportion- | reapportion- 
ment ment 
First quarter z $1, 942, 000 1 $1, 942. 000 
Second quarter _. ; 1, 789, 000 | 2, 014, 000 
rhird quarter. -_. 1, 728, 000 2, 298, 000 
Fourth quartet! 1, 755, 000 960. 000 


Total . 7, 214, 000 214, 000 


1 Includes $180,000 authorized by the Bureau of the Budget for disaster loan making pursuant to Public 
Law 604, 84th Cong 


The authority requested for the additional transfer from the revolving fund to 
salaries and expenses will restore the fourth quarter fund shortage and permit us 
to retain a staff for a workload averaging 700 applications per month for the 
balance of the fiscal vear. 


Estimated personal services by organizational unit and miscellaneous objects of 
expe nditure 


Fiseal year 1957 











Authorized Estimated Total 
supplemental 
Num- Amount Num- Amount Num- | Amount 
ber ber ber 
Departmental 

Administrator 15 15 $122, 295 
Economic Advise 6 53, 6 53, 215 
General Counsel ‘ 26 199, 040 2 $10, ORS 28 210, 025 
Information ; 9 78, 500 9 78, 500 

Deputy Administrator for Financial 
Assistance -,. 27, 330 3 27, 330 
Financial Assistance 36 286, 320 5 33, 800 ‘1 320, 120 


Deputy Administrator for Procure- 
ment d Technical Assistance 4 41, 250 ——— 4 41, 250 
Procurement and Technical As- 











istance 35 273, 070 ‘ 35 973, 070 
Deputy Administrator for Adminis- 
tration 2 22, 575 . 2 22, 575 
Controller 1S 285, 785 3 10, 755 51 296, 540 
Organization and Management 
including Administrative Serv- 
ices 12 209, 950 8 27, 910 50 237, 860 
Personnel (including security and 
investigations 14 89, 025 3 10, 245 17 99, 270 
Total permanent, depar 
nta 240 1, 688, 355 21 13, 695 261 1, 782, 050 
Deduct lapses 7.8 53, 355 9.5 42, 495 17.3 95, 850 
Net permanent, Gepart nental iv- 
erage nt t lar 232.2 1, 635, 000 11.5 51, 200 243.7 1, 686, 200 
Positions othe 1 it: Ten 
porary ¢ n 1.5 5, 000 2 1.5 5.000 
Payment above basic rates: Overim 
ind holiday pay 2. 3, 000 ai i 8, 000 
Other payments for personal services 
Payment to other agencies for re- 
imbursable details-_--- 2, 000 “ 2.009 


All personal services, dep irt- 
mental 





1, 650, 000 11.5 51, 200 245.2 1, 701, 200 
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Estimated personal services by organizational unit and miscellaneous objects of 
expenditure—Continued 


01 
02 
03 
04 
05 
06 
07 


08 
09 
1! 


— 


Fiscal year 1957 























| 
Authorized | Estimated Total 
| supplemental 
rr 
Num- | Amount | Num-| Amount | Num-| Amount 
ber | ber | ber 
Field: 
Regional director 15 | $177,930 15 
Secretary 15 68, 530 15 
Branch manager 25 CO 234, 855 25 
Secretary 25 | 98, 455 25 
Financial Assistance Division: | 
Financial specialist or loan ex- 
aminer | 200 | 1,575,795 | 116 | $747,910 | 316 2, 323, 705 
Stenographer and typist 105 396, 115 86 288,890 | 191 685, 005 
Clerk. 9 a4 8,015 | = 2 8, 015 
Procurement and Technical Assist- | | | | | 
ance Division: | 
Production or industrial specialist.| 103 12 107,880 | 115 996, 395 
Stenographer and typist | &*O | } 8 27,320 | 58 218, 555 
Clerk wut 8 32, 180 
Staff services: | | 
Regional attorney --- 25 205, 190 5 31, 950 30 237, 140 
Secretary 25 91, 820 2 6, 830 27 98, 650 
Office manager 11 68, 660 : | il 68, 660 
Fiscal clerk 17 71, 825 4 14, 680 21 86, 505 
Receptionist , y 3, 175 5 17,075 | 6 20, 250 
Stenographer and typist 11 38, 390 11 38, 390 
Mail and file clerk 25 89, 805 | 9 28, 575 34 118, 380 
Clerk-messenger . - ? 1 2, 960 5 14, 800 | 6 17, 760 
Area fiscal staff: | 
Accountant Femeiiee hed on 8 49, 420 |.-.-- oielaes ; 8 49, 420 
Accounting clerk ; inuens 13 53, 530 4 14, 680 17 68, 210 
Stenographer and typist iio 6 20, 650 2 6, 350 8 27, 000 
Bookkeeping machine operator 7 Oo 7 24, 005 
Mail and file clerk. a 4 6, 860 Jet 2 6, 860 
Field auditors. _............- y 6 44, 245 3 19, 170 9 63, 415 
Total permanent, field_.............| 706 | 4,442,160 261 1,326,110 | 967 5, 768, 270 
Deduct lapses sie ‘ 41.3 259,610 | 127.7 648, 810 169. 0 908, 420 
Net permanent, field (average num- 
ber, net salary) : . 664. 7 4, 182, 550 133. 3 677, 300 798. 0 4, 859, 850 
Positions other than permanent: 
Temporary employment sia 21.8 126, 650 3.7 20,450 | 25.5 147, 100 
Payment above basic rates: 
Overtime and holiday pay--------|------- | 22,000 |-- ool 50, 000 ee 72, 000 
Additional pay for service abroad_|-_- 10, 800 aoe 10, 800 
Other payments for personal services | 
Payments to other agencies for re- | | 
imbursable details. -...........-]----- pci eeedsucidutue 115, 050 115, 050 
All personal services, field_....| 686.5 | 4,342,000 137.0 862,800 | 823.5 5, 204, 800 
Personal services. . 920.2 | 5,992,000 148.5 | 914, 000 |1, 068. 7 6, 906, 000 
Travel. ee 430, 200 pee 75, 000 | 505, 200 
Transportation of things 9, 500 aleattt 4, 500 |.-.-- 14, 000 
Communication services 205, 5 asl 30, 000 | 235, 500 
Rents and utility services. a | 7, 300 wal 78, 000 85, 300 
Printing and reproduction ae 91, 000 ..| 6, 000 100, 000 
Other contractual services_ toatl 89, 500 weal 20, 000 109, 800 
Services performed by other | | | 
agencies. é | 57, €00 ; 12, 600 | 70, 200 
Supplies and materials Ast 62, £00 | cal 8, 200 | 
Equipment ‘ is 64, 000 ..| 108, 000 bicewt 
Grants, subsidies, and contributions- cal 3, 300 és 
Contribution to retirement fund - ee 184, 900 42, 300 
Refunds, awards, and indemnities_ -- = 31 2, 500 | 2 
Taxes and assessments._............-- . | 10, 600 | | 1, 400 | A 12, 
Total obligations sctehede aie none 9 45016, G00 1, 300, 000 | 8, 514, 000 
| 





1 Includes $180,000 for fiscal year 1957 disaster loan making. 
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Program and financing 


(All data shown apply to Small Business Administration share only of loans 
authorized, collected, etc.) 


| 





1956 actual | 1957 Revised esti- 
| estimate! mate 1957 
| 
ee specie ‘cuneate ad snaustlimettiacacibimdaaaae aamiaaiaes caiolipacigeemogen aad 
| | 
PROGRAM BY ACTIVITIES | 
| 
Loan commitments: | 
Business loans: | 
Direct | $22, 250, 280 $20,736,000 | $42, 916, 000 
Immediate participation | 28, 316, 618 23,544,000 | —_ 70, 699, 000 
; | oe : Pe 
Deferred participation _ - Sst ; Sch 17, 851, 913 21, 240, 000 26, 862, 000 
Total business loans_-_. | 68,418, 811 65, 520, 000 | 140, 477, 000 
Loans converted to deferred participation. at 80, 640 } 16, 000 
Disaster loans.__- | 42, 422, 500 | 8, 800, 000 | 12, 000, 000 
Less: Deferred participation business loans not expected | } 
to be purchased 215, 242, 670 218,054,000 | 319, 525, 000 
Total net commitments____- Z | 95, 679, 281 | 56, 266, 000 132, 968, 000 
Administrative expense ; 1, 3,837,051 | 4, 610, 000 6, 114, 000 
Accrued interest charged off pi sibeentamaenes CO Ba ninegrscr cast = 
Other expense ee | 3, 269 me 
Total operational program : oul 99, 524, 289 | 60, 876, 000 139, 082, 000 
Interest expense on funds expended. __. | 1, 180, 617 | 2, 100, 000 | 3, 300, 000 
rotal program (obligations) _. ‘ wo _..--| 100, 704, 906 62, 976,000 | 142, 382, 000 
FINANCING | 
Amounts becoming available 
Appropriation 45, 000, 000 50, 000, 000 50, 800, 000 
Anticipated supplemental appropristion ‘ oan 50, 000, 000 
Principal collections on loans 8, 751, 872 | 19, 200, 000 | 20, 300, 000 
Cancellation of loan commitments_- 12, 256, 636 5, 630, 000 14, 285, 000 
Interest income 2 131, 147 4, 040, 000 | 5, 100, 000 
Fee income on deferred participation loans 312, 199 600, 000 400, 000 
Repayments to banks on deferred participation loans not 
purchased by SBA 9, 388 sae 4,000 
Loans converted between types 73, 900 65, 000 
Sales of acquired collateral 7, 454 
Other income 105 ool 
Adjustment for deferred participation loans through June | 
30, 1955 | 18, 788, 843 ‘ 
} 
Total amounts becoming available 87,331,544 | 79,470,000 | 140, 154, 000 
Unobligated balance brought forward } 20, 140, 202 9, 422, 413 | 6, 767, 540 
Total amounts available | 107,472, 446 88, 892,413 | 146, 921, 540 
Unobligated balance carried forward | —6, 767,540 | —25,916,413 | —4, 539, 540 


} 


__| 100, 704, 906 62,976,000 | 142, 382, 000 





Financing applied to program - 


1 Source: 1957 budget amendment. 
285 percent of commitments. 
380 percent of commitments, including cumulative adjustment to this percentage. 


EXPLANATION OF SUPPLEMENTAL REQUEST FOR THE REVOLVING FUND 


The unanticipated demand for small-business loans has reduced the revolving 
fund balance to $15.7 million as of December 31, 1956, and this amount is estimated 
to be fully committed in February 1957. 

In view of the recent loan requests, business and disaster applications on hand 
for processing, the unlikely prospect of the credit situation improving in the 
near future with respect to small business, and the usual spring increase in applica- 
tions, it is estimated that an additional $50 million appropriation will be required 
this fiscal year to meet applicants’ loan requirements. In arriving at this amount, 
it has been assumed that business loan applications will average 700 per month 
for the balance of the fiscal vear, with about 50 percent of the applications resulting 
in approved loans. The average size of the approved loans is estimated at about 
$36,000 (SBA share). 

The following reflects the upward trend in business loan applications and 
approvals that have occurred in recent months, such activity being substantially 
higher than original budget estimates of 350 applications and 175 approvals 
per month. 











Business Business 
| applications | loans 

received approved 
average.......-.. EE ere te sicaudineex Sea 250 194 
January-June 1956 average Mig tbiats REPRE ; A 130 215 
July 1956_----- 2, : % Se ae ris aes : ne a 106 198 
ae sibdbipcnpelenialalin nicncinenisitasabedinnialtsetiniiniinditataniaintaiaibibels apanminibename: 439 229 
September ere a : : ; 512 201 
October dheiindink : é pins ainatinn ae bagels 692 323 
November._-__..-- ive os oe aan RES 685 304 
December-------- 4 . ye Sai ‘ 603 345 


The revised estimate also provides for changing the commitment percentage of 
deferred participation loans from 15 percent to 20 percent. At the time the 15 
percent rate was established, purchases of deferred participation loans disbursed 
amounted to about 5 percent. Currently, purchases on a cumulative basis are 
approximately 10 percent. This upward trend requires an adjustment in the per- 
centage used for committing funds to assure the availability of funds for the pur- 
chase of deferred participation loans disbursed by banks. 


} 
i 
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Condensed statement of income and expense and financial condition 


(All data shown apply to Small Business Administration share only of loans 
receivable, income from loans, ete.) 


is Dalasi —_- ee ‘ 
| 1956 actual | 1957 estimate | 1957 revised 
| est ite 
Incom« - ‘ . 2,449,887 | $4, 640, 000 | $5, 500, 000 
Expenst ; 7, 294, 909 7, 954, 900 | 12, 194, 000 
‘ aos - “ed i 
Net income or loss (—) for the year --.. : | —4, 845, 022 —3, 314, 900 | 6, 694, 000 
Assets | 
Cash { : : , 43, 865, 821 49, 194, 166 | 44, 250, 277 
Accounts receivable : ; 545, 346 730, 847 550, 000 
Loans receivable: 





Business loans sedi eathiaiard ’ 42, 039, | 128, 247, 731 
Disaster loans 5 


£5, 201, 130 








Total__- : bi el : 75, 841, 861 | 116, 952, 273 | 173, 448, 861 
Less allowance for losses...............-- e 2, 836, 995 4, 835, 666 5, 579, 995 
Net loans receivable - - > 5 caailbaisede as ‘ 73, 004, 866 112, 116, 607 | 167, 868, 866 
Other assets, net_..- a ia int aie 30, 986 21, 869 30, 986 
Total assets. _..-- iitiatie debe iio = 117, 447, 019 162, 063, 489 212, 700, 129 
Liabilities and reserves j | | 
Current liabilities ; aoe ‘ 1, 489, 890 158, 567 | 3, 400, 000 
Reserves Keen aaa saith bien demure | 112, 101 37, 822 | 149, 101 
las canta a ‘ 
Total liabilities and reserves Peel pliekeaecan 1, 601, 991 196, 389 3, 549, 101 
Investment of U. 8. Government 
Interest bearing investment 
: Appropriation. aa sil 75, 944, 954 113, 852, 742 
Noninterest bearing investment: A ppropriation _ 7 49, 055, 046 61, 147, 258 ¢ 
Deficit (—) - suet 5 3 —9, 154,972 | —13, 132, 900 —15, 848, 972 
Tint - f . ok gan ‘ ‘ a 
Total investment of U. S. Government-_..- - 115, 845, 028 161, 867, 100 209, 151, 028 
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Budget authorizations and receipts, expenditures and balances 


(All data shown apply to SBA share only of loans disbursed, collected, etc.) 














} estimate 
Se —_— _ —-— -- = - _ —-— — —_——- - — ——— 1 — | ey 
| 
BUDGET AUTHORIZATIONS, RECEIPTS AND BALANCES AVAILABLE | 
Appropriation. _.............. 3 Se SI Stee | $45,000,000 | $50, 000, 000 $100, 000, 000 
Receipts from operations: | 
Collection of loans . Es j 8, 751, 872 | 19, 200, 000 | 20, 300, 000 
Loans converted between types mood i 73, 900 | | 65,.000 
Sale of acquired collateral A seaaded et 7, 454 
Interest income ‘ ‘ 2, 131, 147 4,040, 000 | 5, 100, 000 
Fee income on deferred participation loans | 312, 199 | 600, 000 | 400, 000 
Other income 2% ae ‘cn 105 | ae ss 
Decrease in selected working capital_--_- = ‘ a 882, 624 1, 905, 456 
Total receipts from operations. ._.......-...-....-.-.-.-| 12,159,301 | 23,840,000 | 27, 770, 456 
Balance brought forward: | | | 
Unobligated _. Fabia 55363. 20, 140, 902 | 9, 422, 413 | 6, 767, 540 
a el Se 33, 087, 796 21, 740, 153 | 37, 098, 281 
‘Total budget authorizations and receipts available....._| 110,387,999 | 105,002,566 | 171, 636,277 
EXPENDITURES AND BALANCES 
Gross budget expenditures: 
Loans disbursed | 
Business loans... seaeasi dala ee 30, 840, 027 | 10, 808, 000 | 101, 573, 000 
Disaster loans__.- ~ Ee e-cuceces----| 90,686, 526 | 8, 000, 000 | 16, 399, 000 
Administrative expenses s =~ ia 3, 837, 051 | 4,610, 000 | 6, 114, 000 
Interest expense on funds expended b sbakat 1, 180, 617 | 2, 100, 000 3, 300, 000 
Other expenses 5 = ; as 7, 957 - akon 
Increased in selected working capital__- aed ‘ 290, 400 
Total gross budget expenditures_ ae ole a 66, 522, 178 55, 808, 400 127, 386, 000 
Balance carried forward: | | 
Unobligated ____ ‘ ‘i ee ee 6, 767, 540 | 4, 539, 440 
Obligated oak ate 37, 098, 281 | 39, 710, 737 
Total expenditures and balances_----- ntiiadiiipiiweuan nae 105, 002,566 | 171,636,277 
BUDGET EXPENDITURES 
Gross budget expenditures__ ‘ nebh Setieckuale | 66, 522,178 | 55, 808, 400 27, 386, 000 
Receipts from operations___. sii lla - P 12, 159, 301 23, 840, 000 | 27, 770, 456 
Net budget expenditures__......-........-....-.---.....| 54,362,877 | 31,968, 400 99, 615, 544 
Distribution of net budget expenditures: | | i 
Out of current authorizations (appropriation) _- ‘. 45, 000, 000 50, 000, 000 100, 000, 000 
Out of balances of the fund. Sala 4 af 9, 362, 877 | —18, 031, 600 — 384, 456 
, sa cia wld di tansthetideodhaleatls behuislnicha atlas tieasitea tek 


Mr. Preston. This is a request for $50 million additional capital 
for the revolving fund and for $1.3 million for salaries and expenses as a 
transfer from the revolving fund. 

Mr. Barnes, do you have a general statement that you would like to 
make at this point? 

GENERAL STATEMENT 


Mr. Barnes. Yes, sir. | 

Mr. Chairman, and gentlemen of the committee, In order to permit 
the Small Business Administration to continue approving loans to 
worthy small business concerns, we are requesting a supplemental 
appropriation of $50 million for the revolving fund and authority to 
transfer $1,300,000 from the revolving fund to the salaries and ex- 
penses appropriation for administrative expenses in connection with 
the increased lending program. The approval of this additional 
appropriation will increase the fiscal year 1957 appropriations for 
lending purposes to $100 million. The demand for SBA financial 
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assistance has continued to increase to the point where, once again, 
this agency has loaned nearly all the money the Congress has granted 
it for loans. In fact, as of December 31, 1956, the balance in the 
revolving fund has been reduced to $15,600,000 and at the present 
rate of approvals, this amount will be fully committed early in Febru- 
ary. Through December 31, 1956, SBA has approved 5,160 business 
loans for $235,750,000 and 4,830 disaster loans for $55,648,000. 

When I appeared before this committee last spring in connection 
with the 1957 budget, the $50 million requested, and later approved by 
the Congress, appeared to be adequate through June 30, 1957. This 
estimate was based largely on expe rience during the first 2 years of the 
Small Business Administration’s lending program. In each of those 
years, the volume of business-loan applications rose in the spring. 
but then returned to a lower level in the summer and fall months. 
However, in 1956 this pattern did not hold true—the spring increase 
was followed not by a decline but by an almost steady rise in number 
of applications. In October, applications reached an all-time high of 
692, followed «vy 685 in November, and 603 in December 

This volume of business-loan requests is almost double the 350 
applications per month we had anticipated and had provided for in 
the agency’s budget for the current fiscal year. 

The rise in applications apparently is due to several factors: 

The present high levei of business activity with higher prices for 
inventories and higher wages, along with a recordbreaking capital 
goods expansion, has resulted in an enormous demand for credit. 
Bank credit has expanded in order to meet the demand, but the volume 
of loan applications coming to the Small Business Administration 
continues at a higher level. 

The popularity of the Small Business Administration’s limited 
loan participation plan, under which we will join with a bank in a loan 
to a small firm up to a maximum of $15,000 in Government funds, or 
75 percent of the loan, whichever is the smaller. This plan was begun 
a little more than a year ago and is especially designed to meet the 
credit needs of small retail, wholesale, and service firms. Currently, 
about 22 percent of the business-loan applications filed with the 
agency are for loans of this type. 

Within recent months, the Small Business Administration’s 
Loan Policy Board has extended loan eligibility to certain types of 
firms which previously were excluded from the loan program, such as 
privately owned hospitals and nursing homes which are operated for 
profit and motion-picture theaters. 

4. Another tremendously important factor in the heightened loan 
activity is the fact that the banks are steadily growing better ac- 
quainted with the SBA’s programs and services and are calling upon 
it to help with the credit needs of the small firms they serve. On a 
cumulative basis, through last June 30, banks had participated in 
68.6 percent of the sone approved by the apeney During the first 
half of this fiscal vear, their partic ipation has been even greater—they 
have shared in more s than 7 72 percent of our approved loans. 

In this connection, I might point out two changes in the participa- 
tion loan program resulting from the present credit situation. First, 
the number of banks asking the agency to participate in loans on an 
immediate basis, rather than on a deferred basis, has increased, and, 
second, there has been an increase in requests from banks for the 
agency to purchase its share of disbursed deferred participation loans. 
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This shift of demand to immediate participation loans in preference 
to deferreds means a quickened demand upon the agency’s loan re- 
volving fund. As you will recall, we adopted a policy a little over a 
year ago of committing only 15 percent of the amount of deferred 
participation loans rather than the full amount because it had been 
our experience at that time that only a small proportion of such loans 
would require ultimate purchase by SBA. As a matter of fact, at 
that time we had purchased only about 5 percent of the disbursed 
deferred participation loans. These purchases on a cumulative basis 
are now above 9 percent, and in order to have an adequate safety 
margin, we have recommended that the 15-percent rate be increased 
to 20 percent. The estimate provides for this adjustment on a cumu- 
lative basis. 

If, as seems likely, the spring increase in business loan applications 
occurs and the present credit situation remains unchanged, we estimate 
that business-loan applications to the agency will average at least 700 
per month for the remainder of the fiscal year. At the present ap- 
proval rate, these will result in about 350 loan approvals per month, 
averaging $36,000 per loan, or approximately $12.6 million in loan 
approvals each month. 

The Bureau of the Budget reapportioned our administrative funds 
for the second quarter to permit us to obtain employees, on a reim- 
bursable basis, from other Government agencies to handle this 
unanticipated workload and to assist in reducing backlogs. On 
October 8, this committee was informed of the developments leading 
up to and the need for this action. It was our expectation that if 
the backlogs could be removed, we might be able to stay current 
from then on if the volume fell back to the budgeted level. However, 
further increases in applications occurred, resulting in even more 
serious backlogs than we experienced earlier. The Bureau of the 
Budget again reapportioned our funds to permit us to obtain adequate 
staff to handle this unprecedented workload. We advised this 
committee of this further step on December 14, 1956. 

The authority requested for the additional transfer from the revolv- 
ing fund to salaries and expenses will restore funds transferred from 
the fourth quarters to the second and third quarters, and will permit 
us to retain a staff for a workload averaging 700 applications per 
month for the balance of the fiscal year. 

The staffing estimates of an additional 21 employees for the Wash- 
ington office and 261 for the field were derived by applying the same 
workload standards used in the original 1957 estimate to the revised 
estimated workload. As of January 18, 972 employees were on the 
rolls, and 41 appointment actions were in process. Recruitment is 
proceeding rapidly toward the total estimated staffing requirements 
of 1,228 employees. 

In conjunction with the request for a supplemental appropriation, 
we also have asked the Congress to increase the $150 million limitation 
on business loans outstanding to $215 million. This amount is 
estimated to be adequate through June 30, 1957. 

I appreciate the opportunity to appear before this committee, and 
I will be glad to answer questions or supply any additional information 
the members may desire. 

(Information mentioned is as follows:) 
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Number of business loan applications received fiscal years 








to daie 
| 

| Fiscal year Fiscal year 

1955 1956 

Last half of calendar year: | 1954 1955 
July Semel ieciaisitnsiite Pei atiith a seecdiach 296 205 
August ; is Nenteteba eo 355 273 
September. --_- inl : SES ot A 353 280 
a 286 225 
November-- 246 248 
December ‘ ‘ Saube oils 283 272 

First half of calendar year: | 1955 1956 
January \ ddennbbiiind | 214 267 
February -- 224 391 
March... é } 319 | 505 
April é 236 419 
May 245 482 
June 277 514 
Total, fiscal year............. wistihaeras dart endbiniisns oceaglia arctan 3, 318 4, 081 

1954 1955 
Er I i oleic cries cc denddncteshasee 3, 862 3, 002 

LOAN APPLICATIONS RECEIVED 


Mr. BARNES. 
graphically this 
members. 

(The chart is 


Mr. Chairman, I have prepared a 
increase in workload, which might 


as follows:) 


1955, 1956, and 1957 


Fiscal year 
1957 to date 


1956 
406 
139 
512 
692 
685 
603 

1957 
3, 337 

956 
5, 915 


chart that shows 
be helpful to the 
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CHANGE TO IMMEDIATE PARTICIPATION LOANS 


Mr. Barnes. It might be helpful also to point out that during the 
past year there has been not only a larger volume of loans and a Jarger 
workload, but a change in the type of loan from deferred participation 
to immediate. In the deferred participations, the banks supply all of 
the funds and we buy our part only when requested by the banks. 
When tbe banks switch and apply for immediate participation, SBA 
must buy its share at the same time as the bank and that means it 
is more of a drain on the revolving fund. It requires more actual cash 
for an immediate participation loan than for a deferred participation, 
where we merely create a reserve through the setting aside of a certain 
portion of the revolving fund estimated to be sufficient to meet any 
future demand by the bank. So the revolving fund has been hit in 
two ways; both by increased number of loans and by the change to 
the emphasis on immediate participation loans. 

Mr. Preston. What brought this change about, from the stand- 
point of the banks? Was it a shortage of capital? 

Mr. Barnes. I would say in many instances the banks had reached 
or were reaching the limits of loanable funds, and found it more to 
their advantage to make a loan using part their funds and part 
Government funds, through this immediate participation loan 
program. 

Mr. Preston. Is it their ability to get a higher rate of interest by 
putting it out through their own loan departments? 

Mr. Barnus. Well, I cannot say that exactly, because if they make 
the loan with their own funds they would set the rate of interest, and 
it might be from 6 percent to 7 percent or 8 percent, in some sections 
of the country, but under our loan program if it is an immediate 
participation loan they only get the interest rate on the loan, which 
might be 6 percent, on the money they put up. If it is a deferred 
participation loan they get less than that; they get about 4% percent. 
So I think if it were solely a matter of earnings for the bank they 
would tend to make it as a direct loan, using their own funds. By 
making it an immediate participation loan they can use their funds 
and get their 6 percent rate and at the same time service a larger 
number of customers. They can make their own funds stretch 
further. 

Mr. Preston. Did this change occur more with the small banks or 
with re large banks, or both? 

Mr. Barnes. I would say that it is general, but since there are 
more small banks there are more small banks affected. We have had 
participations from some of the larger banks in the past 6 months 
that have not participated previously. 

Mr. Presron. Many of the small banks in the country have begun 
to charge 8 percent interest on farm-operating loans. A year or two 
ago they were only charging 6 percent. It is understandable how 

they might wish to get their money back and lend it at 8 percent 
interest rather than 6 percent or 4% percent. 


INCREASE IN LOAN APPLICATIONS 


You commented briefly in you statement about the cause of this 
upward trend in business-loan applications. Can you give us some- 
thing more specific about why this upward trend has “developed in 
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loan applications from small business, other than enlarging inventories 
and capital expansion? 

Mr. Barnes. Of course, we have been in a period in which there 
have been certain limitations on credit imposed by the Federal 
Reserve Board, which has that authority. It has done this with a 
view to preventing, as far as possible, an increase in inflation or any 
tendencies along that line. 

However, it has been our observation, from the figures that are 
ivailable to us, that without regard to these restrictions there has 
been an expansion of credit. In other words, there is so much credit 
available in the country, either through the banks or through the 
Government, and as savings accumulate there is further expansion of 
credit. There were more outstanding commercial loans to businesses 
at the end of 1956 than at the end of 1955. There was an increase. 
I have those figures, if you would like to have them. 

Mr. Preston. You mean bank loans? 

Mr. Barnes. Bank loans. 

Let me give you the figures. The loans of all commercial banks 
increased from $82.6 billion in December of 1955 to $89.6 billion in 
November of 1956. That is an increase of $7 billion. 

The loans of the weekly reporting member banks of the Federal 
Reserve System increased from $26 billion in December of 1955 to 
$31.3 billion in December of 1956, an increase of roughly $5.3 billion. 
This clearly indicates that there was a larger volume of credit extended. 

In the metropolitan centers the loans are made in many instances to 
large firms, but there are some 16,000 banks in the country—perhaps 
a few more than that—and these figures are compiled from what all of 
them have done. Most of the smaller banks deal with small businesses 
and even. the banks in the metropolitan centers make many of their 
loans to small businesses. 

From studies made, I think by the American Bankers Association, 
as to the volume of loans being made in different sizes—not neces- 
sarily borrowers, but the size of the loans—it was indicated that there 
had been somewhat of an increase. The demand, however, for credit 
is extraordinary. There are building plans, expansion plans i in every 
area of the economy, and they are competing for credit. 

Mr. Preston. Now, Mr. Barnes, let us get down to the real problem. 
it is evident that the bank loans have increased $7 billion in a year. 
At the same time business has picked up tremendously in your work 
in terms of applications. What, in your opinion, is the real reason? 
Is it possible that big business is getting bigger, through mergers and 
holding companies and through competitive practices? Are these 
things responsible for making it tougher on small business? Are they 
resulting in small companies having to apply for loans in order that 
they might survive? 

Mr. Barnes. No, sir; I do not see it that way at all myself. I 
know there are some observers who do think that is an element. 

It is certainly true that mergers have increased in recent years. 
However, the numbers of small businesses have increased. There is 
intense competition. 

As I see it—and this is as completely. objective a view as I can 
state—in every section of the country I go to I see expansion of all 
kinds. I see growth in population. I see suburbs being extended 
and new suburban centers growing up. Businesses, both large and 
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small, are making plans for expanding and actually increasing their 
construction. ‘The figures on new construction, as you know, have 
been at recordbreaking levels. 

I cannot say that small businesses are being endangered or are near 
extinction from monopoly, or anything like that, because the facts 
are that there is an increase in the number of small businesses. 

In certain types of activities, yes, the competition is very keen. 

Mr. Preston. We usually find an increase in loan applications 
from two causes; one is a recession, and the other is an abnormal 
expansion generally throughout business. You are inclined to think 
this stems from expansion? 

Mr. Barnes. Yes, sir. 

Mr. Preston. It is expansion perhaps to meet competition and 
to produce normal growth? 

Mr. Barnes. Yes, sir. 

Mr. Preston. It is from expansion rather than from any suffering 
on the part of small business. I[s that your view? 

Mr. Barnss. Yes, sir; that is my view. 

Mr. Preston. Allright, sir. Let us get on to the next question. 

The present estimate varies a great deal from your original estimate 
of the number of loan applications, which you gave us for the fiscal 
year 1957. 

Mr. Barns. Yes, sir. 

Mr. Preston. This was something you could not anticipate at 
that time? 

Mr. Barnes. I do not see any way I could have anticipated a 
doubling in the size of applications. Our estimate of 350 loan appli- 
cations was an increase by roughly 100 per month over what we had 
had before. 

Mr. Preston. Do you not think this has had something to do 
with it, too: When you first began to operate, before you assumed 
your office as Administrator of this agency, the policy of the agency 
was such that businessmen generally were discouraged from making 
applications. Now the word has gradually drifted around that the 
policy is more liberal and more consistent with the needs of smal! 
business, which has resulted in a good many people seeking loans 
who otherwise would not have done so. 

Mr. Barness. I think that may be partially true. 

Mr. Preston. I think it is true in my section. The businessmen 
I have talked to—a great many of whom needed credit—had not 
sought it because they understood there was no use in seeking it 
through this agency. The first reputation that this agency established 
was bad, and it took some time to overcome it. It is overcome now, 
I think. Businessmen generally know of the services you render and 
that your loan policy is a fair and reasonable one. I think that has 

resulted in a good many people coming to you for credit who other- 
wise would not have come. 

You commented something about increasing your commitment 
percentage from 15 to 20 percent. I think we understand that ade- 
quately now without going further into that. 

Mr. Barnes. Yes. 
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STATUS OF LEGISLATION PROPOSING INCREASE IN LIMITATION ON 
BUSINESS LOANS 


Mr. Preston. The committee has in its possession a copy of § 
letter which you sent to the chairman of the Banking and Currency 
Committee of the House of Representatives, the Honorable Brent 
Spence, together with some attachments and a copy of a letter to 
the Speaker transmitting the proposed bill. 


We will insert in the record at this point the letters and attachments 
just referred to. 


(The letters and attachments referred to are as follows:) 


JANUARY 11, 1957. 
Hon. BRENT SPENCE, 
Chairman, Committee on Banking and Currency, 
House of Representatives, Washington, D. ( 

During the hearings in January, 1956, before the Banking and Currency 
Committee, on H. R. 7871, proposing an increase in the limitation of $25 million 
on disaster loans outstanding, I indicated that the $150 million limitation on 
business loans outstanding as provided by section 204 of the Small Business Act 
of 1953, (Public Law 163, 83d Cong., Ist sess.), as amended, probably would be 
adequate through June 30, 1957. 

In making this estimate, I was guided largely by our past trends which reflected 
business loan application increases in the spring months and a drop back in the 
summer and fall months. While the spring increase occurred in 1956, the expected 
decrease after the spring rise did not develop. In fact, business loan applications 
reached an alltime high of 692 in October and have continued in excess of 600 
since October. The following tabulation reflects this unprecedented demand for 
business loans. 


Applications Loans 
received approved 
Tuly to December 1955 average 250 104 
January to June 1956 average | 430 | 215 
July 1956 ¥ 40+ 198 
August 439 | 229 
Septem ber 512 | 201 
October 492 323 
Novem ber 685 304 
December. 603 | 345 


Consequently, the balance of the business loan limitation as of December 31, 
1956, has been reduced to $12.9 million, and this amount is expected to be fully 
committed in February 1957. With normal spring increases in applications 
expected and the unlikely prospect of the credit situation improving in the next 
few months with respect to small business, it is estimated that loan applications 
will average at least 700 per month for the balance of the fiscal year. I am, there- 
fore, recommending to the ¢ ongress to increase the prese nt le gislative limitation 
on business loans outstanding from $150 million to $215 million. This amount 
is estimated to be sufficient for loan approvals through June 30, 1957. The Bureau 
of the Budget has advised that this amendment is in accord with the President’s 
program. 

Of the $125 million on disaster loans outstanding, about $83 million remain 
available as of December 31, 1956, and it is estimated that this amount will be 
adequate for the balance of the fiscal vear. 

In conjunction with the request for an increase in the business loan limitation, 
we have also requested a supplemental appropriation for the revolving fund, and 
authority to transfer additional funds from the revolving fund to the appropria- 
tion for salaries and expenses in order to provide additional staff for the increased 
workload. 

Early approval by the Congress will be necessary to permit the agency to con- 
tinue approving loans. We will be pleased to provide any additional information 
you may need in connection with the requests outlined in this letter. 

Sincerely yours, 
WENDELL B. Barnes, Administrator. 
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JANUARY 11, 1957 
Hon. Sam RAyBuRN, 
Speaker of the House of Representatives, 
Washington 25, D. C. 

Dear Mr. Speaker: There is transmitted a proposed amendment to section 
204 of the Small Business Act of 1953 (Public Law 163, 83d Cong., Ist sess.), as 
amended, to increase the legislative limitation on business loans outstanding 
from $150 million to $215 million. 

The balance of the business loan limitation as of December 31, 1956, was $12.9 
million, and this amount is expected to be fully committed in February 1957. 
The proposed amendment is estimated to be sufficient for business loan approvals 
through June 30, 1957. The Bureau of the Budget has advised that this amend- 
ment is in accord with the President’s program. 

Early approval by the Congress will be necessary to permit the agency to con- 
tinue approving loans. I will be pleased to provide any additional informatio 
you may need in connection with this request. 

Sincerely yours, 
WENDELL B. BaRNEs, Admintstrator. 


SMALL Business ADMINISTRATION PROPOSED LEGISLATIVE SUBMISSION 


Be it enacted by the Senate and the House of Representatives of the United States of 
America in Congress assembled, That subsection (b) of section 204 of the Small 
Business Act of 1953, as amended, is hereby amended to read as follows: 

“(b) The Administration is authorized to obtain money from the Treasury of 
the United States for use in the performance of the powers and duties granted to 
or imposed upon it by law, not to exceed a total of $440,000,000 outstanding at 
any one time. For this purpose appropriations not to exceed $440,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested | 
the Administration. This revolving fund shall be used for the purposes enume r- 
ated subsequently in section 207 (a), (b) (1), (b) (2), and (b) (3). Not to exceed 
an aggregate of $215,000,000 shall be outstanding at any one time for the pur- 
poses enumerated in section 207 (a). Not to exceed an aggregate of $125,000,000 
shall be outstanding at any one time for the purposes enumerated in section 207 (b 
(1). Not to exceed an aggregate of $100,000,000 shall be outstanding at any one 
time for the purposes enumerated in section 207 (b) (2) and (b) (3). The Ad- 
ministration shall pay into miscellaneous receipts of the Treasury at the close of 
each fiscal year, interest on the net amount of the cash disbursements from such 
advances at a rate determined by the Secretary of the Treasury, taking into 
consideration the current average rate on outstanding interest-bearing marketab'e 
public debt obligations of the United States of comparable maturities.” 


Mr. Preston. I will ask you very briefly to give us the status of 
that legislation increasing your statutory limitation. 

Mr. Barnes. I have appeared before the House Banking and Cur- 
rency Committee. My understanding is the committee has acted on 
this and it is going to be brought out to the floor of the House early 
next week. 

I have appeared before the Senate Committee on Banking and 
Currency and it likewise has acted favorably on the legislation and it 
is set down in the calendar to be heard early next week in the Senate 


SERVICES OF OTHER GOVERNMENT AGENCIES 


Mr. Preston. Now, the committee remembers the letters from you 
in October and in December relating to the necessity for encroaching 
upon the third and fourth quarter funds in order to obtain the services 
of individuals from other Government agencies to solve this question 
of backlog. That is not a very appropriate way for us to operate. 
However, in the interest of time and to prevent this backlog from 
getting more serious than it was, the committee gave consent for you 
to operate on that basis. 
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We would like to observe, however, that we would not prefer to 
operate on that basis in the future. We hope your estimates will be 
sound enough in the future so as not to require a reappropriation of 
funds from the third and fourth quarters. We lose complete control 
over this item under that procedure. We will go into that in your 
regular appearance for the 1958 bill. 

Mr. Barnes. May I say I did that only with great reluctance. We 
want to give good service to the people that apply for loans and we 
felt the Members of Congress would want us to. We had applications 
filed and in such volume that we were 30 days or more behind in proc- 
essing them, and I felt some extraordinary measures were necessary, 
Only under those circumstances did I write you. 

Mr. Preston. I understand the circumstances were unusual. But 
it is not an ordinary procedure for this committee to approve that type 
of action, and we hope in the future we will not have to do that. 

Mr. Barngs. Yes. 

NEW POSITIONS 


Mr. Preston. Now, in your general statement you commented 
about the necessity for $1,300,000 to replace these funds which were 
moved up from the third and fourth quarters. Out of this $1,300,000 
will there be any new positions, or is this totally a replacement 
program? 

Mr. Barnes. There will be some new positions. 

Mr. Preston. How many and where? 

Mr. Hanna. Mr. Chairman, the reapportionment plan contem- 
plated a total number of positions we are asking for here and moved 
money out of the fourth quarter into the second and third to permit us 
to staff up to that total, so there are no additional positions contem- 
plated other than those contemplated by the reapportionment. 

Mr. Preston. Your original reapportionment involved $200,000? 

Mr. Hanna. Yes. 

Mr. Preston. What did the second reapportionment involve? 

Mr. Hanna. Page 7 of the justifications reflects the revised appor- 
tionment that added $570,000 into the third quarter 

Mr. Preston. Where do you see that? 

Mr. Hanna. At the bottom of the page. The supplemental 
appropriation itself does not contemplate any employees over and 
above that contemplated by the reapportionment plan itself. 

Mr. Preston. Where do you get the figure $1,300,000? 

Mr. Hanna. That is in order to bring the fourth quarter up to the 
approximate level of the third quarter, Mr. Chairman. That would 
bring the fourth quarter up to $2,260,000. That would permit 
continuation in the fourth quarter of the full employment. 

Mr. Preston. Well, you have two things here, as I see it. You 
have a reapportionment of money and funds for additional e mployees? 

Mr. Hanna. Yes. The total reapportionment plan contemplated 
we would build up to a total of 1,228 employees. In order to do that 
for the full vear we would have to have a total of $1,300,000 added 
to the fourth quarter to permit us to employ that total number in 
the third quarter and bring them on up through the fourth quarter. 

Mr. Preston. That would be roughly 300 additional employees? 

Mr. Hanna. 282. 
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Mr. Preston. Do you have a chart showing where these 282 
employees will be placed—how many in the Washington office and 
how many in the field? 

Mr. Hanna. That is shown on pages 8, 9, and 10 of the justifications 
which have been inserted in the record. 

The second column shows the 21 positions to be added in Washington 
and 261 positions in the field. 

Mr. Preston. Those are the figures given in your general statement? 

Mr. Hanna. I believe so. 

Mr. Barnss. Yes. 

Mr. Roonry. You are going to inquire where they might be 
located? 

Mr. Preston. Do you have a chart showing where they might be 
used in the field? 

Mr. Barnes. Not by offices. 

Mr. Preston. Will you prepare such a chart and insert it in the 
record at this point? 

Mr. Barnes. Yes. 

(The information requested is as follows:) 


SMALL BusINEss ADMINISTRATION 


Estimated distribution of supplemental field positions, fiscal year 1957 


Additional | idditional 
Region positions Region posili 

Boston___-- 5 ie aoe See 18} Dallas__-_--- atid 24 
New York. _-.---.- : _. 21] Denver j 7 
Philadelphia _ 18] San Francisco__- : 9 
Richmond_- _ 19] Seattle 20 
Atlanta  _ _- 28) Los Angeles__ - 3 i 18 
Cleveland __-_-_- ‘ -. | 16) Detroit... - 7 
Chicago__ au 15 | 
Minneapolis _ - . 11} COU Lass “ 261 
Kansas City -- 33 | 


Mr. Preston. Now, do you have a breakdown of the type of 
people—appraisers and loan specialists? 

Mr. Hanna. That is also included at page 9. As far as the financial 
specialists and loan examiners are concerned, that page reflects 116 
should be added and 86 clerical positions. 

Mr. Preston. You have had a serious shortage of clerical people 
in your field offices. 

Mr. Hanna. Yes. 

Preston. You also have a shortage of financial specialists in 
your field offices. 

Mr. Hanna. Yes, sir. 

Mr. Preston. The workload being carried by these financial 
specialists in the field office I am familiar with is greater than should 
be carried. 

Mr. Hanna. Yes. 

Mr. Preston. And it limits a man’s ability to pass on enough loans. 
It makes it impossible for him to give service as promptly on applica 
tions asheshould. I have looked into this a bit and I am quite amaze d 
at the work that goes into one Joan. The history of the application 
and the so-called writeup that the financial specialist has to make is 
indeed a very tedious task and a very thorough job. When he handles 
one application on such a basis he has done a lot of work. 
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How many field offices do you have? 

Mr. Barnes. Forty-one, of which 15 are regional offices and the 
remainder branch offices. 

Mr. Presron. Will the majority of these people go into your 
regional offices, or into your branch offices? 

Mr. Barnes. Both regional and branch, and in some places we are 
planning on having duty stations and have a Small Business Adminis- 
tration office located where the travel expenses and the per diem are 
such that it is uneconomical to operate out of a branch office. 

Mr. Preston. Out of vour 116 financial specialists, or loan examin- 
ers, do you think that vou will be able to average two in each office 
throughout the country; or do you need that many? 

Mr. Barnes. We need more than that is some offices. 

Mir. Preston. I grant you that. 

Mr. Barnes. I am sure we will have approximately two added to 
each office on the average. 

Mir. Preston. Two would be a great help to the average office. 

Mr. Barnes. ‘The addition of these cle rical people will of course 
considerably extend the work of the peop le that are already employed. 
ren can de legate some of the clerical work to them. 

. Preston. That is true. I think, Mr. Barnes, you are going to 
have to exercise great care with regard to the type of clerical people 
that you employ. This is technical work. It requires, if you can 
obtain them, people with some experience. 

Mr. Barnes. That is right. 

Mr. Preston. In order to give the financial specialists or the loan 
examiners opportunity to produce to the maximum, they need some 
experienced clerical help rather than completely green people. You 
may not be able ‘o get them. 

Mr. Barnes. In order to meet that problem we are making another 
change that does not appear here. We have had in most offices 
financial specialists who worked on the closing of loans. Now, it is 
difficult to find financial specialists. They are well paid in private 
industry and it takes mature judgment and experience. However, we 
can transfer those men off of closing and put them on the processing 
of loans and have attorney close loans quickly. That is close to their 
regular activities anid many of them are experienced in it. It is a shift 
of positions, but by that means we can get experienced men quickly 
in some offices; otherwise, we might not be able to find the whole 
number quickly. 


EXPENSES OTHER THAN FOR PERSONNEL 


Mr. Preston. Now, for “other expe ‘nses”’ you have some increases. 
You might discuss that, Mr. Barnes. That appears at page 11. 

Mr. Hanna. Generally, Mr. Chairman, the expenses bere are on the 
same basis as those estimated at the beginning of the year. 


RENTS AND UTILITIES 


Mr. Preston. Let us take rents and utilities for example. 

Mr. Hanna. With one or two exceptions, and rents and utilities 
is one of them. Inasmuch as the expansion of some of these offices is 
going to force us to relocate because of our expanding—and the 
General Services Administration does not have rent included in the 
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current year’s budget—it is going to be up to us to pay the rent for 
the current year. It is my understanding, however, that those 
amounts will be picked up in the 1958 budget of the General Services 
Administration. 

a a TRAVEL 


Mr. Preston. You have quite an increase in travel, $75,000 in the 
supplemental. 

Mr. Hanna. That is related entirely to the professional staff. 
Most of it is for the regional and branch office financial specialists, 
$66,300, which provides for an average of 3 travel days per man per 
month. It includes $9,700 for the appraisers and an estimate of 5 
travel days per man permonth. That includes $9,000 for Washington 
personnel in connection with additional supervision and assistance 
rendered to the field offices. 

Mr. Preston. Mr. Hanna, when did the travel allowance get up 
to $27 a day? 

Mr. Hanna. That is our average cost, including transportation 
per diem, taxicabs, and other necessary miscellaneous expenses. 

One difficulty perhaps that we encounter on travel—and I think 
the national average for all Government agencies is around $22 or $24 
per day—is that so many of our trips are of considerable distance and 
of short duration, so that the transportation cost causes the average 
to be higher than perhaps some other agencies would encounter. 

Mr. Preston. Most of the travel is by automobile, I suppose. 

Mr. Hanna. Some of them use cars, but many of them use public 
transportation when they perhaps can go overnight and thus save 
working time. 

Mr. Preston. So that $27 per day is a combination of per diem 
and transportation? 

Mr. Hanna. Yes. Our per diem does not exceed $12, and in 
some instances it is less than that. 

Mr. Preston. This $27 per day is an estimate? 

Mr. Hanna. That is right. 

Mr. Preston. That is your best guess? 

Mr. Hanna. That is approximately what it has been running for 
the last few years. We have been keeping some records on it. 

Mr. Preston. I see that vou refer here to appraisers and also to 
financial specialists. In some of your offices do you not have one 
man serving as an appraiser and also as a financial specialist? 

Mr. Barnes. Yes. 

In some offices a financial specialist does the appraising. That, 
however, is not a good thing. It is not the best plan. Appraisers 
are in short supply as are other people, and we are trying to employ 
a few skilled appraisers who will be able to train other industrial 
specialists in appraisal work so that it will not be necessary for financial 
specialists to do that. 

Mr. Preston. I think it is a waste of time for a good financial 
specialist to be out walking around property and measuring square 
footage and trying to come up with an appraisal. I know in some 
cases they are doing that. 

Aman will get an application. He isa financial specialist. He gets 
into his car and he goes down to Smithville and he appraises a piece 
of property that is offered as collateral. He goes back to his office 
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and sits down at his desk and writes up a report. Then if the loan is 
approved he writes up a history of it, and all the requirements that 
are to be laid down for the closing of it. He does the whole thing 
from start to finish. A good financial specialist, it seems to me, could 
better be utilized right in his office handling appraisals that have been 
made in the aa by the appraisers you are speaking of. 

Mr. Barnes. Yes; we are creating a separate department to handle 
that. 

Mr. Preston. | think you should. 


REPAYMENT OF LOANS 


There is one thing I think we ought to put into the record at this 
point, and that is what your repayment experience has been, your 
loss record, and so forth. Do you have a chart on that? 

Mr. Barnes. We have a general statement as to loans that are 
delinquent more than 60 davs; loans that have gone into liquidation, 
and the last chargeofis of losses which was as of last June 30. I can 
give it to you from me mory. 

As of November 30, 1956, there were 73 loans in liquidation, where 
foreclosure has been started or they have gone into court and proceed- 
ngs are underway. There were 60 loans that were delinquent more 
than 60 days, most of which we do not think will go into liquidation. 

e believe it is a temporary problem with the borrower that can be 
worked out. 

Mr. Preston. You have over 5,000 loans. What percentage would 
vo represent of that total? 

Mr. Barnes. 1% p pe reent 

Mr. Preston. Is that considered to be good according to banking 
standards? 

Mr. Barnes. I am sure the very best banks would have a figure 
less than 1 percent. 

Mr. Preston. And this includes disaster loans as well? 

Mr. Barnes. No. These are business loans. I would like to 
comment, however, that most of these loans are in the risky end 
of the lending spectrum. They have been before private lenders and 
have been refused, or else the bank has participated with us in making 
the loans. Our actual losses have not been large. There has been 
collateral that in most every instance offset the amount that was 
due the Government and when the liquidation was finished we had 
been repaid. The loans in which we have had a loss have been those 
in which we have financed a Government contract. There have been 
several of those where the contractor was unable to finish for some 
reason and walked off from the work and a sale of the assets and the 
work in progress just resulted in a loss. Our total chargeoff figure 
as of last June 30 was $55,000, I think. I do not have it through 
December 31 yet. 

Mr. Preston. We will go into that. 

Mr. Barnes. It is approximately $75,000 as of December 31, 1956. 

Mr. Preston. We will go into that when we take up the general bill. 

Mr. Rooney, do you have any questions? 
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EMPLOYEES OBTAINED FROM OTHER GOVERNMENT AGENCIES 


Mr. Roonnuy. Mr. Barnes, at page 4 of your statement you say 
that the Bureau of the Budget reapportioned your administrative 
fund for the second quarter to permit you to obtain employees on 
a reimbursable basis from other Government agencies. 

How many, how much, and from what agencies? 

Mr. Hanna. I have the number here. I do not have the dollar 
amount. 

Mr. Barnzs. While he is looking up the figures, we requested the 
other agencies in Government who had financial specialists who could 
possibly be of assistance to see if it was possible to make the services 
of some of their people available for a brief period of time, thinking 
we could work out the backlog. We were able to get a few from the 
Veterans’ Administration and a few from the Internal Revenue 
Bureau and a few from the Housing and Home Finance people, but 
only on a 30-day basis. There were 55 technical and 43 clerical 
employees. 

Mr. Roonry. Will you please insert in the record at this point the 
agencies from ‘whieh they came, their grades, and the amount of 
money you paid them out of your administrative fund in order to re- 
imburse the agencies from whence they came? 

Mr. Barnes. Yes. 

(The following information was subsequently supplied :) 

Employees obtained on reimbursable basis from other Government agencies to reduce 
backlogs 
NUMBER OF EMPLOYEES 


| 





General | Veterans’ Internal | Federal | Army. } 
Grade i Adminis- Revenue | Housing Signal | Total 
} tration Service Adminis- Cor ps 
tration | tration 
GS8-2.._-- l 2 1 2 6 
GS-3_._- 22 ‘ 2 20 
GS-4. .._- 4 3 i ‘ 7 
GS-5 ‘. l 1 
GS-7__.. , i 5 2 wee | 7 
GS-8_.... 3 
ano | R 10 12 30 
GS-10__-- ‘ 2 2 
GS-11... 2 1 6 1 1 11 
GS-12___- t ; 2 2 
casas 30 29 23 13 3 OR 
REIMBURSABLE COSTS 
= - j i | } _ | 
All grades , | $9, 976 | $14, 475 | $22, 208 $15, 651 $2, 188 $64, 498 


| | | 
| 


Mr. Rooney. When were you first before the Bureau of the Budget 
on this request? I am not only inquiring as to the administrative 
money but this additional amount of $50 million for the revolving 
fund? 

Mr. Hanna. We initially discussed it back in October when the 
preliminary pla in was developed to attempt to borrow personnel from 
other agencies. That was the first discussion with the Bureau. 

Mr. Rooney. When was the next one? 
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Mr. Hanna. There were numerous discussions, Mr. Rooney. Some 
were on an informal basis and some on a more formal basis. We have 
been in rather close touch with the Bureau throughout this period 
because of the problem facing us. 

Mr. Barnes. The only for mal hearing was held early in December. 

Mr. Rooney. The allowance of additional employees to the extent 
of 282 at this time would, in effect, also cause the addition of 282 
employees in the coming fiscal year, 1958, beginning next July 1; 
would it not? 

Mr. Hanna. Assuming the same level of activity, yes. 


LEVEL OF ACTIVITY 


Mr. Rooney. With regard to your level of activity, I understand 
from your chart that at the end of June you had 514 and then it 
went down in July to 406 and in August to 439? 

Mr. Hanna. Yes. 

Mr. Rooney. You had a drop from the end of the month of Novem- 
ber from 685 for that month to 603 in the following month; that is, 
the month of December. 

Mr. Barnes. July and August are vacation months and we nor- 
mally have found that the applications fall off. December is the 
month in which there is less business activity than in other months. 
The biggest months usually come in the spring, and our poorest months 
in July, August, and December. 

Mr. Roonny. What effect would the increasing number of bank- 
ruptcies throughout the country have on your program? 

Mr. Barnes. There undoubtedly would be an increase in number 
of applications if there were a widespread recession or something of 
the sort which would cause an increase in the number of bankruptcies, 

Mr. Rooney. That is all, Mr. Chairman. 

Mr. Preston. Mr. Shelley? 


LOAN APPLICATIONS PROCESSED 


Mr. Suetiey. Totaling up for the moment the figures from July 
to December, I get the figure of 3,337 applications. 

Mr. Hanna. That is correct. 

Mr. SuHeuiey. As against that figure, how many have been processed 
in that same period? 

Mr. Barnes. We process all the applications that are filed. 

Mr. Suettey. How many have been processed to an end result 
one way or the other? 

Mr. Hanna. During the 6-month period, Mr. Shelley, there were 
1,600 loans approved, 1,133 declined, 279 withdrawn, and 808 on hand 
at the end of the month. 

In addition to the 3,337 received during that period 

Mr. Sueviey. That is 808 of this same group that came in. 

Mr. Hanna. But we had 483 applications pending on July 1 which 
would have to be added to the 3,337. That was a backlog from 
previous months. 

Mr. Suetuey. What are the oldest on hand or pending applications 
on which action has not been taken? 

Mr. Barnes. I would say there are some from 6 weeks to 2 months, 
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TIME REQUIRED TO PROCESS LOANS 


Mr. SHettey. Would you say the maximum time within which a 
person gets an answer that they are eligible for a loan, will receive 
a loan, or they are refused a loan is 2 months? 

Mr. Barnes. Yes, sir. There might be an individual case which 
would exceed that, but when our loan volume was 300 to 400 a month 
we had about that much backlog, and we processed an application in 
3 weeks. 

With this increased volume there has been a backlog which has 
gone up to about 808 at the end of December, so it is clear to me that 
some of those loans have been in there longer than a month even 
though we have been acting on about 650 or more loans per month. 

Mr. SuHewiey. All right. 

Mr. Barnes. On our limited loan participation plan loans, we act 
on those in about 2 days after they reach our office. 

Mr. SHettey. You mean 2 days after they reach your office? 
What investigative or preliminary work is involved before they reach 
your office? 

Mr. Barnes. These are bank participation loans. A man goes 
into his bank and fills out the application form in the bank. The 
bank has his financial statements and knows the collateral and com- 
pletes the form and sends it to us. If it is incomplete we don’t accept 
it at that point. We send it back to the bank and ask them for the 
additional information. But if it is complete, within 48 hours we will 
phone the bank and tell them that we have approved the loan. 

Ye then prepare an authorization stating the conditions of the loan, 
and that may take a day or two, maybe up to 3 or 4 days, but in many 
sases the bank will go ahead and advance the funds as soon as they 
receive the phone call. 

The final papers are drawn then when they receive the authoriza- 
tion. 

Mr. Sueuiey. In other words, if there is a delay between the tim: 
you okay it and notify the bank and the person gets the money, that 
is not in your office but at the bank? 

Mr. Barnes. Yes, unless the bank is very cautious and wants to 
wait and see the exact authorization. They will usually, I think, 
advance part of the funds and then a week later they will have the 
papers drawn and advance the rest of it. That amounts to about 25 
percent of our loans. 


INCREASE IN LOAN APPLICATIONS 


Mr. SHeviubEy. Have vou any answer, Mr. Barnes, to why the in- 
crease in the number of applications as between the figures on the 
lower lines and the figures for the last 6 months? In some cases it 
seems they have just about doubled. 

Mr. Barnes. They have; yes, sir. In my statement I set out thi 
four reasons that I think contributed to those increases. I would 
add a fifth reason, which was that our programs and small-business 
problems received considerably more publicity last year. 

Mr. SHELLEY. You mean pro and con? 

Mr. Barnes. Pro and con, and this served to give notice to a numbe 
of people where our offices were. Every time there was mention 0: 
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radio, television, or a newspaper story we had increased callers at our 
office, and I have been informed by Members of Congress that they 
had increased inquiries as to where they might find our offices and 
things of that sort, so I believe what the advertising people say is 
true. Any publicity is good publicity from certain points of view. 
It did tend to increase activity and interest in our lending program. 

Mr. Preston. Mr. Clevenger? 

Mr. Curvencer. Mr. Barnes, have there been perhaps some 
additional activities in this program because perbaps we were a little 
too generous in granting loans on the installment plan and they are 
seeking a little bit of relief, perhaps, to take off some of the pressure? 

Mr. Barnes. I have made no studies of it from that viewpoint, Mr. 
Clevenger. There are not many types of loans made by the Small 
Business Administration } in which consumer credit is involved. There 
have been 1 or 2, furniture companies, for instance, people of that 
nature who wish to have more w orking capital so they could finance 
installment credit; but we have not felt that that was our field. That 
is a commercial let iding and banking activity. More often our loans 
provide additional w orking capital to enable a businessman to handle 
a larger volume of business, particularly in the manufacturing end. 

As to retailers, it enables him to have a larger inventory of goods 
and materials to sell. In many cases it permits some new construc- 
tion, new fixtures, modernization among the manufacturers, and it 
tends to increase production. We don’t get very much into that. 

Mr. CLevencer. What generated my inquiry was the fact that in 
the Big Two of the Big Three in the auto field, there is competition as 
to which will be the No. 1 car. The competition was quite keen. 
One increased from 24 to 36 months payments on a car in order to 
get the downpayment lower. There is a possibility that some car 
dealers might be forced into trying to get a loan. 

Mr. Barnes. We have not provided financing where it was available 
from other sources. Car financing is available from other sources. 

We have made some loans to car dealers that would enable them to 
build a new showroom, add equipment, for example, servicing equip- 
ment. Perhaps we made Joans to pay off debts on their business. | 
can’t think of any, or more than a few, in which any of the funds could 
have been used to have a larger inventory of cars. 

Mr. CLeveNGER. I wouldn’t think you would want to get into that 
field. 

ADMINISTRATIVE COSTS 


Here is the thing that has occurred to me: What is the total of 
loans approved? 

Mr. Barnes. About $235 million, but there have been cancella- 
tions, and since there are deferred payments we have had considerably 
less than that paid out in actual funds. 

Mr. CLevencER. With this supplemental 1957 budget you are re- 
questing approximately $8% million for administration? 

Mr. Barnes. Yes, sir. 

Mr. CLevENGER. Is that a higher cost than for industry? 

Mr. Barnes. Yes. About half of our services and activities are 
on matters other than loans, dealing with the obtaining of Govern- 
ment contracts for small businesses, with providing management and 
technical advice and assistance and things of that sort, from which 
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there is no revenue. These are completely services. They are 
spelled out in our act and we are required to perform these activities, 
so that the loan program is not at a big enough volume for the income 
to pay the administrative costs of the agency. 

Furthermore, even though our average interest rate might be 5% 
percent, or along in there, we have done a tremendous volume of 
work, as you are aware, in disaster loans. Those bear only 3-percent 
interest rate. We are paying the Treasury 2% percent interest on all 
of this money we loan. That leaves one-eighth of 1 percent as a 
margin on all of the disaster-loan work. 

Mr. CLEVENGER. You just anticipated my next question. 

Mr. Barnezs. So we have less than a 3-percent margin even on our 
regular business loans. It would take a considerable volume of funds 
outstanding at 3 percent to offset the expenses. 

Mr. CLEvENGER. Disaster loans almost sometimes approach the 
gift stage, don’t they, with certain people? 

Mr. Barnss. It is true they cannot be made with the same amount 
of collateral and repayment ability as evidenced in a business loan, 
but the repayment record is good. I don’t think it is a gift. The 
people intend to repay them, and even our experience and the experi- 
ence of the RFC indicates that in more than 90 percent of the cases 
loans are repaid in full, so it is a very respectable way for a man to 
rehabilitate himself after he has had a catastrophe. 

Mr. CLevencer. But it does make it hard for you to make a good 
showing as a loan? 

Mr. Barnss. Yes, sir. 

Mr. CLevenGER. You get no offset at all from disaster loans? 

Mr. Barnes. No, sir. We have that one-eighth of 1 percent at the 
present rates. 

Mr. Cievencer. That is all I have. It occurred to me that would 
be a rather difficult thing for you to handle and make a showing. 

Mr. Preston. Mr. Horan? 


METHOD OF PROCESSING LOANS 


Mr. Horan. When you appear before us on the regular budget I 
would like to have a discussion of the way you operate, how you 
process loans, and that sort of thing, because I think we ought to have 
that spread on the record at that time, Mr. Chairman, so that anyone 
reading the record, or any suggestion you might make to us in anyway, 
will be clear so we can show up the work of this administration and 
this service. 

I have this feeling: We have a rash of bankruptcies up my way. 
Those processing the bankruptcies say that in almost every case they 
are due to overexpansion in the installment buying field, probably 
not borrowers from Small Business but they will affect the people who 
might borrow from you. 

I would like to know how you process these loans, how you operate, 
so we can understand it and we might be able to amend the existing 
legislation to assure the success of your operation. 

Mr. Barnes. All right, sir. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Preston. Mr. Laird? 
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INCREASE IN LOAN APPLICATIONS 


Mr. Larrp. Mr. Chairman, I would like to know if this increase 
recorded on the charts Mr. Barnes has submitted to us is general 
throughout the country or if it is of a sectional nature? 

Mr. Barnes. It is general, sir. There are some parts of the country 
where there alw ays has been a larger volume of loan applications. 
That is so particularly in the Southeast and Southwest and on the 
west coast, the Los Angeles area where they have had a larger area 
than in some other parts of the country. 

It may be due to the fact that the regional offices are so set up that 
those areas cover a much wider geographical area, but it is also in 
part due to the fact, I think, that in some areas of the country there 
is a greater accumulation of savings that are available for loans. 

In the older sections of the country it is usually true that people 
have been able to save over many years and have paid off their 
mortgages and the savings banks have accumulated large funds, so 
there is more credit available for lending locally. 


SMALL-BUSINESS FAILURES 


Mr. Larrp. Mr. Horan mentioned the fact there were small- 
business failures in his particular area. I wonder if you could supply 
tor the record the percentage of small-business failures during the 
past 2 years as ¢ nana ‘d with peacetime years prior to World War II? 

Mr. Barnes. You wish that now? 

Mr. Larrp. Supplied for the record. 

Mr. Barnes. I can do it now, sir. We follow the failure rate and 
the conditions behind them very closely. If you stop to think of it 
there is always a close relationship between the number of failures and 
the general conditions of the economy. In a time of scarcity, when 
there is a great demand for materials and supplies and goods there is 
likely to be fewer failures because people can sell whatever they have 
to sell, so that in periods of recovery from war there is comparatively 
a low failure rate. 

In periods of high production, when competition becomes keener 
and some industries overproduce, the failure rate is likely to increase. 

All the figures on failures are kept by Dun & Bradstreet. None of 
the Government agencies have any separate record on failures. 

Dun & Bradstreet lists only about two-thirds of the businesses in 
the country because those are the only ones their customers are 
interested in. They make up a figure they call the rate of failures per 
10,000 firms. That applies to all failures and to about, I shale think, 
maybe 2,700,000 firms in the country. The rate of failures during 
the past year, is 48 firms per 10,000 firms. 

In 1955 the rate was 42 per 10,000 firms. There was an increase 
of about 6 per 10,000 firms during the past year. 

In relation to the past, Dun & Bradstreet has been keeping these 
figures since 1867, and the failure rate average during the last iifty- 
odd years they have kept these ‘igures has been at 70 per 10,090 firms. 

Just prior to World War II, 1939-41 which were peacetime years 
but somewhat under different circumstances than now, the failure 
rate was as high as 63 per 10,000 firms. 
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In the 1920’s, during the boom period at that time, the failure 
rate was considerably higher than it is now. I think it was about 100 
per 10,000 firms. 

Mr. Larrp. Thank you, Mr. Chairman. 


REVOLVING FUND REQUIREMENTS 


Mr. Preston. Before concluding the hearings I will insert in the 
record at this point the table you have given us entitled “Revolving 
Fund Requirements.”’ 

(The information referred to is as follows:) 


Revolving fund requirements 
Estimated requirements: 


In millions 

700 business applications per month resulting in 350 approvals at 
$36,000 average (SBA share) equals 12.6 times 6 months $75. 6 
Backlog reduction 7 2 


(. a 
Disaster loans___ 


Q. Ss 
Administrative and interest expense 3. 6 
Total 96. 2 
Less: Deferred participations not expected to be purchased 12. 0 
Total requirements 84. 2 
Estimated available funds: 

Balance Dec. 31, 1956__- 15. 7 
Estimated collections (principal and interest 13. 4 
Estimated cancellations 10. 0 
Total estimated availability 9. 1 
Additional funds required___- 15. 1 
Reserve ; 1.9 
Total supplemental 50. 0 


BANKRUPTCIES, 1954-56 


Mr. Rooney. May I ask that there be inserted the latest figures 
for the last 3 years with regard to number of bankruptcies, which 
information you can obtain from the Administrative Office of the 
Federal Courts? 

Mr. Barnes. I will be glad to do that. 

Mr. Rooney. I have been given to understand that they 
highest number in the history of the country. 

Mr. Barnes. My understanding is that the bankruptcy figures are 
around 62,000 a year. 

Mr. Roonry. I take it you are going to say they covet 
to gan individuals? 

Barnes. No, sir. I think Dun «& Bradstreet include in their 
uae some things that are not included in the bankruptcies because 
some people throw in the sponge without going through bankruptcy 
so there will be a lower rate than this even though it may increase. 

I might add to what I said, and if you want an actual report of 
Dun & Bradstreet on this subject I will be glad to supply it. 

In looking at it we find that failures occur in different industries 
by industry classification. The failures that now have been occurring, 
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or occurred last year, were in the automotive dealer classification, some 
retail stores, and construction businesses. 

Most of the other businesses, the failure rate was lower. 

They have made some interesting studies on the causes of failures, 
and strangely enough lack of financing is not one of the great causes 
of failure. In interviewing everyone that failed they find in most 
instances it is due, that is the failure is due, to inexperienced manage- 
ment, or ill-conceived projects. In only a very small percentage, less 
than 10 percent, is financing attributable to the cause of failure. — 

Mr. Rooney. If we get that information together it should give 
us some idea of the picture. 

Mr. Barnss. Yes, sir. 

(The information requested is as follows:) 


Voluntary and involuntary bankruptcy cases commenced during fiscal years ended 
June 30, 1954, 1955, 1956, by occupation of debtor 


Total 
Occupation 


| | — 
| June 30, 1954 | June 30, 1955 | June 30, 1956 


| 

Total. ax ae a 53, 136 | 59, 404 62, 086 
Employee ; 40, 889 46, 163 | 48, 784 
Business, total 8, 412 8 582 | 8, 866 
Merchant 3, 191 3, 317 3, 155 
Manufacturer 745 | 750 730 
Others 4, 476 | 4, 515 | 4, 981 
Farmer. 322 386 | 400 
Professional 15 } 217 212 
Others 3, 359 4,056 3, 824 


_ a —_ ——$—$—_____ _—— 


Source: Administrative Office of the United States Courts. 


RATE OF OBLIGATIONS 


Mr. Preston. What were your obligations under 
expenses” as of December 31? 

Mr. Hanna. $3,610,587. 

Mr. Preston. You had available $3,956,000 for obligations for 
that quarter? 

Mr. Hanna. About $104,000 or $105,000 of that represents the 
remaining portion of the $180,000 transferred at the beginning of the 
vear for disaster loan activities, which, as you will recall, is over and 
above the regular appropriation. 

The activity has not been as great as anticipated so we had a savings 
of about $104,000 in that. 

$15,000 of that represents a deferment of some items in the procure- 
ment and technical assistance program. The remaining part results 
primarily from delays in filling positions and related procurement 
items which will be needed as the employees report for duty. Also, we 
were unable to obtain as many reimbursable employees as expected 
and desired in the second quarter. 

Mr. Preston. Does the $104,000 you mentioned represent 
saving? 

Mr. Hanna. No, it would revert to the revolving fund because it 
could be used only for the disaster program. It probably would be 
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used between now and June 30 and avoid additional transfers, assum- 
ing we have no major disaster. 


Mr. Preston. Have you the figures for November and December 
obligations? 


Mr. Hanna. I am sorry. I haven’t them with me. 
Mr. Preston. Then would you insert those? 
Mr. Hanna. Yes, sir. 


(The information requested is as follows: 


Number of SBA 


employees and administrative expenses 


Number of | Total 

| SBAem- | obligations 

ployees including 

} at end of disaster loan 

| month making 
November 195¢ 936 $621, 665 
December 1956 950 588, 459 
January 1957 1, 028 677, 807 


1 As of Jan. 28, 1957 Employment figure includes 49 appointment actions in process 


NotTe.—Assuming an average of 700 business-loan applications per month for the balance of the fiscal 
year, and the probability of a much higher application rate for March and April, the unobligated appor 
tionment at the end of the second quarter would be required for recruiting temporary employees and for 
overtime to prevent additional backlogs from accumulating 


Mr. Preston. Thank you, gentlemen. ‘That concludes our hearing. 


SUBCOMMITTEE ON DEPARTMENTS OF LABOR AND HEALTH, 
EDUCATION, AND WELFARE, APPROPRIATIONS 


JOHN E. FOGARTY, Rhode Island, Chairman 


HENDERSON LANHAM, Georgia JOHN TABER, New York 
WINFIELD K. DENTON, Indiana MELVIN R. LAIRD, Wisconsin 


Monpay, JANUARY 28, 1957. 
DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 
Pusuic Hearty Service, Foreign QuarRANTINE SERVICE 
WITNESSES 


DR. CALVIN B. SPENCER, CHIEF, DIVISION OF FOREIGN QUARAN- 
TINE, ACCOMPANIED BY 


ROY L. HARLOW, CHIEF FINANCE OFFICER 
JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


Mr. Lanuam. The committee will come to order. 


TRIBUTE TO THE LATE CONGRESSMEN FERNANDEZ AND HAND 


L think, as this is the first meeting of this subeommittee in the 85th 
Congress, that we ought to take notice of the fact 
members, since we last met, have left us, Mr. Antonio Fernandez of 


New Mexico and Mr. Millet Hand of Nev 


that two of our 
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Both were able, capable, and conscientious men and have con- 
tributed much to the deliberations of this committee. I miss them 
personally and I know we are all going to miss them and the contri- 
bution that each has made. Each was devoted to the public health, 
education, and welfare, and made great contributions to this subcom- 
mittee while they served on it. 

I am going to ask that we stand just for a moment in silent tribute 
to these men. 

We will now be seated. 

We are sorry to lose Mr. Jensen by transfer to another subeommit- 
tee, but glad to have Mr. Laird from Wisconsin to take his place. 
Mr. Laird has been unavoidably detained for a few moments but will 
be in before we conclude our hearings this afternoon. 

The committee has been called together to hear justification for 


certain requests for supplemental appropriations as contained in House 
Document No. 48. 


Pupiic HEALTH SERVICE, FOREIGN QUARANTINE SERVICE 
The first item we will take up is found on page 6 of House Document 
No. 48, “Public Health Service, Foreign Quarantine Service, for an 
additional amount for the Foreign Quarantine Service of $67,500.” 
The justification says: 


These additional funds will permit quarantine inspections of cargo vessels 


arriving at all United States. ports, regardless of time of arrival. At present, 
inspections are made only during daylight hours at most ports, except for emer- 
gencies, resulting in forced layovers of vessels to await inspection. Because of 


the increas ed demand for shipping space in both tankers and dry-cargo vessels 
resulting from the Middie East situation, various measures have been undertaken 
to provide additional ships. Performing quarantine inspections on arrival should 
provide more effective utilization of existing vessels by decreasing time lost in 
port and make an immediate impact on the shipping shortage. 

Mr. Lannam. Doctor Spencer, do you have a prepared statement? 

Dr. Spencer. I have a statement prepared here, yes, sir. 

Mr. Lannam. Would vou like to introduce it in the record and 
then summarize it for us? 

Dr. Spencer. It is only one page. 

Mr. LANHAM. Suppose you just read it, then. 


GENERAL STATEMENT 


Dr. Spencer. Mr. Chairman and members of the committee, 
the supplemental budget estimate under consideration —— 
request for funds in the amount of $67,500 for the fiscal year 1957. 
This sum is needed to pay for extended maritime inecitinal services 
beyond the present res gularly established 12-hour day. 

The situation in the Middle East, with the resulting pressures on 
shipping to move cargoes of food, oil and other supplies into the 
European countries, has made it essential that turnaround time for 
ships be kept to a minimum in order that they can reload and be on 
their way. This shipping emergency has reemphsized the past 
requests of the shippers that hours of boarding service be extended, 
because of the economic losses to the industry through forced layovers 
while awaiting quarantine inspection. These losses greatly exceed 
the cost to the Government of providing this service and it has been 
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stated that they amount to 10 to 12 millions of dollars per year. In 
some instances the loss on a single vessel will approximate $5,000 for 1 
night’s delay. 

Rather than to staff for full 24-hour coverage, it is proposed to use 
the present staff, on an overtime basis, to do the i inspections as they are 
requested for each individual vessel. 

The estimate is based on a station-to-station study of expected 
workload and the assumption that the program would begin about 
February 15, 1957. The overtime rates used were those authorized 
in the Federal Emplovees Pay Act of 1945, as amended. 

Mr. Lanuam. Might I ask if that will not be more expensive than 
to put on additional inspectors and pay them the regular salary? 

Dr. Spencer. After a careful survey of the situation in trying to 
cover 12 hours of additional period, we came to the conclusion that 
it was better to use the present staff on an overtime basis rather than 
to have the timelag that we would have if we had regular schedules 
for the additional 12 hours and the consequent salary costs that would 
be involved. 

INCREASES IN SHIP MOVEMENTS 


Mr. Lanuam. How much have the ship movements into and out of 
our ports increased as a result of the Middle East situation? 

Dr. Spencer. Mr. Chairman, I have a table which illustrates the 
increase in traffic, or rather shows the trend of traffic for the past 
5 years: 

In 1952 there were 29,728 ships. 

In 1953 there were 27,524. 

In 1954 there were 27,171. 

In 1955 there were 27,551. 

In 1956 there were 30,126. 

The estimated number of ships for 1957, based on the first 6 months’ 
experience, which was 16,398, would be 32,796. 

In the last 2 years, as you can see, there has been quite a tremen- 
dous upswing from what it was before. 

Mr. Lanuam. Two years ago that could not have been sattribu- 
table to the Suez situation. 

Dr. Spencer. No, sir. What we mean by this statement is that 
there has been a continuing request for this overtime service, but this 
Middle East situation has really aggravated it from our standpoint. 

Mr. Lanuam. It does not seem to have aggravated it ver\ much. 
You have practically the same increase from 1956 fiscal year to 1957 
that you had from 1955 to 1956. 

Mr. Taser. I wonder which one of these ports you talk about on 
page 8 of your justifications is affected by that Middle Eastern 
situation? 

Dr. Spencer. Sir, the effect is pretty well spread, as you might 
expect, in that the traffic that serves Europe originates in many 
ports. It does not only affect the eastern gulf coasts, but it also has 
its connection with the west coast as well, If oil is taken from South 
American ports into west coast ports up through the canal, for 
instance, it has to be distributed also from there and it can go by rail, 
but it has to be picked up from east coast ports into Europe or may go 
by tankers direct. I use oil as an example. There is the problem of 
food cargo also from South America transshipped from American 
ports. The redistribution affects other products, coffee, and so forth. 
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EFFECT OF REOPENING SUEZ CANAL 


Mr. Lanuam. They say they will open the canal by sometime in 
March; do they not? 

Dr. Spmncer. Yes, sir; that is a projected date. It would be my 
opinion, based on, I should say, an observation of some period of time 
of what goes on in the shipping industry, that this emergency which 
has been brought ae by the closure of the Suez Canal will have a 
long-lasting effect. It will not end with the opening of the canal. 

Mr. Lanna. Of course, opening the canal again would gradually 
relieve the situation; w ould it not? 

Dr. Spencer. It might have the effect of somewhat relieving the 
situation. However, there has been a long period of closure with 
shortages built up, and there have been increases in traffic in previous 
years, going back to 1955, so that this is, in general, an aggravation 
of a situation which is building up in its general effect on the commerce. 

Mr. Lannam. This is a temporary matter only? 

Dr. Spencer. The Suez aspect is a temporary thing; yes, sir. 


REASON ESTIMATE WAS NOT IN 1958 BUDGET DOCUMENT 


Mr. Lanuam. Do you know why this estimate was not included in 
the President’s budget under the heading “‘Proposed for Later Sub- 
mission’’? 

Mr. Keuuy. I will answer that. You will recall this item was not 
in the 1957 budget considered last year, but a supplemental estimate 
was sent up in the closing days of the last Congress and it was the 
committee’s feeling it should be considered in the regular budget and 
not as a last minute item. 

So for that reason it was not planned by the Department to submit 
this as a supplemental item for this year, but to request the considera- 
tion of it in the regular 1958 budget. 

However, subsequent to preparing our budget, we were asked by 
the White House what it would cost to provide this service as a ste 
to relieving the shipping shortage as a result of the Middle East situa- 
tion; so this estimate was developed and submitted to the Congress, 
but the need for this service and the determination to request the 
Congress for it had not been made sufficiently early to be included in 
the printed President’s budget. 


COMPARISON WITH REGUEST SUBMITTED LAST YEAR 


Mr. Lanuam. This is, then, practically the same request that was 
sent to Congress last July and denied? 

Mr. Kruuy. Yes, but for a shorter period of time, and it is requested 
in the 1958 budget as a continuation of this service. 

Mr. Lanuam. Is it the same amount that was requested last year? 

Mr. Keuuiy. Per month it would be substantially the same amount, 
but for a lesser number of months. 


FINANCING OF OVERTIME OF OTHER SIMILAR SERVICES 


Mr. Lanuam. Overtime worked by the Immigration and Natural- 
ization Service is financed how? 
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Mr. Ketuy. That is financed by fees which the shippers pay for 
the service. That applies to customs and the Immigration and 
Naturalization Service, but not to quarantine. 

Mr. Lanuam. Why? 


REASON SHIPPERS NOT CHARGED FOR QUARANTINE OVERTIME SERVICES 


Mr. Ketty. Because all the nations of the world agreed not to 
charge for quarantine services, and that agreement is incorporated in 
the international sanitary regulations of the World Health Organi- 
zation. 

Mr. Lanuam. They seek to bind us by an international regulation. 
Would not the shippers be glad to pay this charge? 

Dr. Spencer. They have repeatedly said so, and have offered to do 
this, to my recollection, for 15 years, and have urgently requested it. 

Mr. Lanuam. These international regulations block it? 

Dr. Spencer. Yes, article 101 of the international sanitary regu- 
lations No. 2 of the World Health Organization, which have been 
accepted by this Government without reservation. 


UNITED STATES GOVERNMENT RELATIONSHIP TO INTERNATIONAL 
SANITARY REGULATIONS 


Dr. Spencer. We are a member in the charter of the World Health 
Organization, and these are regulations that have been promulgated 
by the World Health Organization on the best advice of experts in 
this field. There was an opportunity to review the regulations in 
draft form prior to the time they became effective in 1952. 

Mr. Lanuam. An opportunity for whom to review them? 

Dr. Spencer. The various technical experts of this country. 

Mr. Lanuam. Did the Congress have anything to do with review- 
ing that agreement directly? 

Dr. Spencer. I do not think so, but I think after it had been 
drafted it was referred in substance to the Congress. 

Mr. Taser. Were those that participated in this operation au- 
thorized by law or by treaty to do anything of that kind? 

Dr. Spencer. This regulation, sir, supplants a treaty. It formerly 
was the International Sanitary C onvention of 1926, which : applied to 
the maritime traffic. That was restated by the United Nations 
Relief and Rehabilitation Administration, in 1944, and when that 
organization went out of existence and World Health Organization 
took its place the regulations under the WHO constitution and under 
its operation took the place of the previously stated Convention. 

They have the be nefit of being a living set of regulations that can 
be modified from time to time, depending on the urgent needs of the 
participating states in order to effect proper control of epidemics or 
to provide good sanitary control on all traffic. 

Mr. Taper. Was authority given to anybody to agree to this, by 
law or by treaty? 

Dr. Spencer. The authority was given by Congress for the United 
States participation in the World Health Organization. 

Mr. Taser. Did this go beyond the range of the statute? 

Dr. Spencer. No, sir, I do not think so. These were regulations 
that were authorized in the constitution or in the operation of WHO 
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as it was understood, and having been promulgated by mutual agree- 
ment among states, the United States then accepted the terms. 

Mr. Lanuam. This is the type of agreement that is not subject to 
ratification by the Senate and that would be subject to such ratifica- 
tion if the Bricker amendment became law? 

Dr. Spencer. That is right. 

(Nore.—Further exploration of the authority for participation in WHO by the 
United States indicates that regulations promulgated by WHO delineating mutual 


actions to be taken by participating states may not fall within the meaning of the 
Bricker amendment. 


Mr. Lanuam. Mr. Denton. 
BENEFITS OF EXTENDED SERVICE 


Mr. Denton. This service will be beneficial primarily to the 
shipper? 

Dr. Spencer. That is true. 

Mr. Denvon. As far as the United States as a whole is concerned, 
it will get no benefit from it? 

Dr. Spencer. | think it derives considerable benefit in the way of 
commerce. 

While I answered your question in the affirmative, the shipper does 
derive a direct benefit in getting his cargo to move promptly in ac- 
cordance with schedules prearranged. It is true we do not force a 
shipper to undergo this quarantine inspection. It is for their con- 
venience in meeting schedules and doing the matter promptly. 

Again speaking to the affirmative answer, we are in the position of 
providing this service at Government expense and have been doing it 
in the past in emergency conditions aboard. If there is illness among 
the crew or some emergency condition requiring immediate docking, 
and so forth, we will go on board and clear it. 

Mr. Hartow. I might add I think we give this clearance for air 
traffic on a 24-hour service. Is that not right, Dr. Spencer? 

Dr. Spencer. Yes. We have regular clearance at the New York 
and the Miami International Airports, and we give quarantine service 
on call at the smaller places where traffic does not warrant keeping a 
full staff all around the clock. 

Mr. Denton. You give a medical examination to the crew and 
passengers? 

Dr. Spencer. Yes, and if necessary to the sanitary conditions of 
the vessel. 

PROCEDURES AT FOREIGN PORTS 


Mr. Denton. Are the same safeguards taken all over the world? 

Dr. Spencer. Yes; the same safeguards are taken at other ports. 

Mr. Denton. What do they do in other countries? Do they charge 
fees? 

Dr. Spencer. No; they are prohibited by article 101 of the Inter- 
national Sanitary Regulations from charging fees. 

Mr. Denron. So it is the same all over the world? 

Dr. SpENcER. Yes, sir. 

Mr. Denton. If we are going to give this overtime service, say, to 
British ships, should not we have an agreement with the British that 
they will give the same service to our ships? 
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Dr. Spencer. You have that in the International Sanitary Regu- 
lations that I have referred to. 

Mr. Denton. You do not understand what I mean. I understand 
they will do the inspecting and that they will not charge for it, but I 
understood from you that they had the same difficulty we did about 
giving overtime service. Do I make myself clear? 

Dr. Spencer. I think I am slightly confused by that question. 

Mr. Denton. As I understood from you, the other countries have 
exactly the same problem that we do. If they give overtime service 
they are prohibited from charging the shipowners for it? 

Dr. Spencer. That is true. 

Mr. Denton. Consequently they do not give overtime service 
either? 

Dr. Spencer. They publish their hours of service, and I am given 
to understand that the ships can obtain all night service in major 
ports of the world. For instance, the British Ministry listed the 
hours when their major ports were open for service. 

Mr. Denton. Suppose an American vessel pulls into Liverpool and 
they want an inspection tonight. Do the British give that service 
without charge or do they make an extra charge? 

Dr. Spencer. The vy give it without charge. 

Mr. Denton. Do they provide that service at all hours of the day? 

Dr. SPENCER. Yes. 

Mr. Denton. Do they do that all over the world? 

Dr. Spencer. Yes. There have been a couple exceptions which 
have been sent to the Director General of WHO, and he has given 
them notice that it is contrary to their international agreement and 
they must cease the practice. 

Mr. Denton. Then I take it all over the world they give 24-hour 
quarantine service except in the United States? 

Dr. Spencer. Yes, sir. 

Mr. Lannam. You mean all members of WHO? 

Dr. Spencer. The major ports of the contracting States of WHO 
are bound by this regulation. 

Mr. Denton. Does the treaty require us to give around-the-clock 
service? 

Dr. Spencer. It does not state what hours we must give the service, 
and we have declared some years ago that our services will be from 
sunrise to sunset. 

In 1945 we changed to 12 hours. That could be either 6 a. m. to 
6p.m.or7a.m.to7 p.m. We have always stated that inasmuch 
as there is a specification in Public Law 410 (approved July 1, 1944) 
dignifying the matter, that quarantine procedures in toto should not 
be carried out during night hours—and by that I mean fumigations 
where lethal gases are used and certain extensive processes where you 
go into dark ‘holes without proper light or where danger is involved. 
U nder our procedures we would take care of some of those procedures 
in daylight hours. 

There is also the provision in Public Law 410 that no ship shall be 
required to undergo quarantine during night hours. We have served 
notice that the normal quarantine pe riod will be during daylight hours. 

Mr. Denton. And other nations have not gone to the WHO object- 
ing that we do not give 24-hour service and they do? 
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Dr. Spencer. There has been no objection before WHO that we 
had a 12-hour day. The objections have been from the shipping 
companies to the effect they are made to wait until the coming day. 


SIMILARITY TO PREVIOUS REQUEST FOR FUNDS 


Mr. Denton. As I understood, this is the same request that was 
made for an appropriation last June or July? 

Dr. Spencer. Last July. 

Mr. Denton. And there have been no changes in the conditions 
other than the Middle East situation since that time? 

Dr. Spencer. No, sir, none other than that. 

Mr. Denton. And the Middle East situation has only been in 
existence about 3 months? 

Dr. Spencer. That is right. 

Mr. Denton. And it gives promise of starting to clear up about the 
middle of March? 

Dr. Spencer. That is their published date. 

Mr. Denton. So at most it is a temporary situation? 

Dr. Spencer. I do not think you can view this request for overtime 
services to be intended as a temporary thing. 

Mr. Denton. You misunderstand me. The Suez condition is 
temporary? 

Dr. Spencer. Yes. 

Mr. Denron. And it is nothing that would change the policy of 
this committee over what it was in July? 

Dr. Spencer. Presumably not. 

Mr. Denton. And there has been no change in conditions since 
July other than the Suez situation? 

Mr. Keuxuy. As I understood the determination of the committee 
last June—and I may be wrong—the item was turned down not 
necessarily because it was not a meritorious program, but because it 
was one which the committee felt should come up under regular 
budgetary conditions. The only thing that caused it to come up at 
this time as an emergency matter was the Middle Eastern situation. 

Mr. Lanuam. As I understand, it was not submitted to this com- 
mittee last year, but was submitted to the Senate. 

Dr. Spencer. That is true. 

Mr. Lannam. I believe we had concluded hearings on the supple- 
mental bill when this came up, and so our committee has not taken 
any action on it except as we participated in the conference with the 
Senate. 

Mr. Denton. That is right. 

fr. Lannam. Did you want to complete your answer, Dr. Spencer? 

Dr. Spencer. I was going to offer a little clarification that appears 
in the report of the Senate subcommittee that heard us. 

Mr. Lannam. We will be glad to have it. 


BACKGROUND OF REQUEST 


Dr. Spencer. We had placed in our regular appropriation request 
for 1957 an item of this nature, recognizing the repeated demands of 
the shipping industry for out-of-hours service. That was not passed 
for consideration by this committee by the Bureau of the Budget. 
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As a result of urgent requests by shipping interests, the Bureau of 
the Budget rehes wd, in conference with representatives of the Depart- 
ment, this very problem. As a result of this discussion, it was in- 
cluded in a late request which made it come before the Senate com- 
mittee at that time. 

Mr. Lanuam. If you had it in the 1957 budget, I do not understand 
why it was not presented to this committee. 

Dr. Spencer. The Bureau of the Budget did not see fit to send it 
to you because of pending administrative actions in terms of surveying 
the overall overtime problem. 

Mr. Lannam. You made your request to the Bureau of the Budget, 
but they did not approve it? 

Dr. Spencer. That is right. There was pending legislation. 

Mr. Taper. It went to the Senate and was thrown out in con- 
ference? 

Dr. Spencer. Yes, sir. 


STATUS OF CURRENT APPROPRIATION 


Mr. Taper. You have an appropriation of $3,315,000 for the cur- 
rent fiscal year? 

Dr. Spencer. Yes, sir. 

Mr. Taser. What are the obligations under that appropriation 
down to the 31st of December? 

Dr. Spencer. $1,606,600. 

Mr. Taser. And you are getting along and have a margin of some- 
where in the neighborhood of $ $50.000 above your first half year ex- 
penditures. 

Was this $67,500 figure the figure that you submitted to the Senate 
last year? 

Dr. Spencer. We submitted to the Senate an item of $150,000, 
I think it was, for part of the year of 1957. 

Mr. Taser. If it was considered an appropriation would not be 
available before the Ist of April to operate on, that would mean about 
a quarter of a year. 

Mr. Ketiy. We assumed about the 15th of February, as this is 
an urgent deficiency. 

Mr. Taser. This bill will not be before the House until next 
Monday, and probably Tuesday. That is the 4th or 5th of February, 
and there would not be much of a chance on getting it through the 
Senate before a month, and if it goes through the usual form there 
would be 25 or 30 amendments, and it would take considerable time 
to dispose of them. The bill would not have much chance to clea 
before the very last of March or the first of April. So it looks to me 
like you would be better off if you went along and got through this 
year, and if you have something of that kind to present, present it to 
this committee in the regular budget. This emergency handling of 
things that do not, have any more urgency than this, does not make it 
look as though we really were keeping things in hand. 

As far as that goes, if you had clearance on this you would have 
enough money to run it from the time the bill could possibly get 
through. 

Mr. Hartow. Mr. Chairman, I would like to make one clarifying 
statement. The appropriation of $3,315,000 carried in it an increase 
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for the last half of the year of something like $81,000 for certain 
European activities which heretofore had largely been financed from 
refugee-relief programs. 

In addition to that, we have substantial Wage Board increases which 
are going to be effective and which will cost us more money in the 
last half of the year than in the first. Those will amount to in excess 
of $30,000 as far as we can tell at the present time. So that we ac- 
tually do not have any margin under which we could plan to take 
over this 24-hour service for any period of the current fiscal year. 

Mr. Denton. You are going to pay these extra expenditures from 
your current appropriation? 

Mr. Hartow. Yes, sir; as far as we know now. We hope we do 
not have to, but we expect we will. Certainly the $81,000 I men- 
tioned is already in the appropriation on a 6-month basis for the last 
half of the fiscal vear. 


PERTINENT REGULATION OF WHO AND LEGAL AUTHORITY FOR ADOPTION 


Mr. Taper. I will tell vou what I would like to have you do. I 
would like to have you submit a cop) of whatever there is in the nature 
of a resolution on the part of the World Health Organization which 
requires this service to be rendered free of charge, so that that may be 
in the record, and the date of its adoption and by what authority the 
adoption was made. 

Mr. Lanuam. Will vou furnish that for the record? 
| Dr. Spencer. We will be happy to furnish that; ves, sir. 

(The information requested is as follows:) 





INTERNATIONAL SANITARY REGULATION 


WORLD HEALTH ORGANIZATION REGULATIONS NO 


Part I11I—Sanitary Organization, articles 14 to 22: Here are set up the require- 
ments for the quarantine services that the contracting states are to provide. 

Part VII—Sanitary Charges, article 101 (1): This article prohibits charges for 
medical examination, which means visit to and inspection of a ship, an aircraft, 
a train, or a road vehicle, or any supplementary examination which may be re- 


quired. The exact language of this article is as follows: 

“1. No eharge shall be made by a health authority for 
(a) anv medical examination provided for in these regulations, or any 
supplementary examination, bacteriological or otherwise, which may be re- 


quired to ascertain the state of health of the person examined; 
“(b) any vaccination of a person on arrival and any certificate thereof.” 


Federal Register, Vol. 17, No. 191, p. 8648, Washington, Tuesday, September 30, 1952] 
Executive OrpER 10399 


Designating the Surgeon General of the Public Health Service To Perform Certain 
Duties Under the International Sanitary Regulations (World Health Organiza- 
tion Regulations No. 2) 


WHEREAS, under Articles 21 and 22 of the Constitution of the World Health 
Organization, adopted in New York on July 22, 1946, accepted June 14, 1948, on 
behalf of the United States of America by the President acting pursuant to the 
authority granted by the joint resolution of the Congress of the United States of 
\merica approved June 14, 1948 (Publie Law 643, 80th Congress, 22 U.S. C. 290), 
the Government of the United States of America, together with the governments 
of other countries which have aecepted the said Constitution, undertakes to give 
effect to rezulations of the World Health Assembly concerning sanitary and quar- 
antine requirements and other procedures designed to preveit the international 
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spread of disease, as to which the said governments have not entered an unac- 
ceptable reservation or a rejection; and 

WueEREAS the World Health Assembly on March 25, 1951, adopted Inter- 
national Sanitary Regulations (World Health Organization Regulations No. 2) 
concerning sanitary and quarantine Measures which may be imposed on inter- 
national traffic to prevent the international spread of smallpox, plague, cholera, 
yellow fever, typhus, and relapsing fever, as well as concerning reports and 
notifications of outbreaks of such disease; and 

WHEREAS the said international Sanitary Regulations have been accepted by 
the Government of the United States of America without reservation and come 
into foree on October 1, 1952, with respect to the said Government and the govern- 
ments of certain other’ countries; and 

WHEREAS, in order that the Government of the United States of America may 
give full and complete effect to the said regulations and assist in the prevention of 
the international spread of disease, it is necessary that an agency of the executive 
branch of the said Government be designated to exercise functions and perform 
duties under the said regulations; and 

WHEREAS authority and responsibility for the prevention of the introduction, 
transmission, or spread of communicable diseases from foreign countries into the 
States and possessions of the United States of America already is vested in the 
Surgeon General of the Public Health Service, Federal Security Agency, pursuant 
to the Public Health Service Act (Public Law 410, 78th Congress; 42 U. 8. C. 201, 
et seq.): 

Now, THEREFORE, by virtue of and pursuant to the authority vested in me 
as President of the United States of America, I hereby designate the Surgeon Gen- 
eral of the Public Health Service in the Federal Security Agency as the ‘“‘health 
administration”? of the United States of America for the purpose of performing 
the duties prescribed and undertaken in the said International Sanitary Regula- 
tions. 

Harry 8S. TrRuMaAN. 

THe WuitrEe Howssg, 

September 27, 1952. 


(F. R. Doc. 52-10627; Filed, Sept. 29, 1952; 10:26 a. m.) 


TIME SCHEDULE FOR QUARANTINE EXAMINATION 


Mr. Taser. When a ship comes into the United States, when do you 
customarily make your quarantine examination? 

Dr. Spencer. Customarily those examinations are made between 
the hours of 6 a. m. to 6 p. m. or 7 a. m. to 7 p. m. depending upon the 
election of the individual port as to which hours they would prefer. 

Mr. Taser. That is, the service is av ailable for 12 hours’ 

Dr. Spencer. The service is available for 12 hours, and no charge 
is made. 

Mr. Taser. What happens if a ship comes in at an hour when you 
are not operating this service? 

Dr. Spencer. The vessel is required to lay at anchor and wait for 
the inspection or, if it is in a aia port where we do some dockside 
boarding, to lie at the dock under security; nobody going aboard or 
coming off, until we get there to clear it during the hours we have 
declared. 

Mr. Taser. How do you manage in a port like New York, when a 
ship comes in? 

Dr. Spencer. Those vessels that come in during the night hours are 
required to lie at the anchorage until 6 o’clock in the morning. 

Mr. Taser. Outside? 

Dr. Spencer. In the stream; yes, sir; in the narrows. 

Mr. Taser. In the narrows? 


Dr. Spencer. Yes, sir. There is a subordinate anchorage near 


Perth Amboy to which we go by car but go out in a launch to board 
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the tankers that come into that immediate area; but for the main 
port the anchorage is in the narrows. 

Mr. Taser. There is not much oil coming into these ports, is there? 

Dr. Spencer. To New York? 

Mr. Taper. Yes. 

Dr. Spencer. Yes, sir. There is a large amount of oil that comes 
into certain places; over in Bayonne; Newark; the tanker farm 
of Esso in a place where it is called Esso, N. J.; and around the 
Amboys. The channel behind Staten Island services those areas but 
they come into the main anchorage and proceed to there, with the 
exception of the Amboys. 

Mr. Taser. Those ships are not delayed very much, are they? 
You do not have many of them laying at anchor? 

Dr. Spencer. I do not have my flow charts of traffic before me, but 
there are a goodly number which are delayed during these night hours. 

Mr. Lanuam. Is that all, Mr. Taber? 

Mr. Taper. Yes. 

Mr. Lanuam. Mr. Laird, have you any questions? As I stated 
before you came in, we are delighted to have you on this subcommittee. 

Mr. Larrp. Thank you very much. 

I understand there will be no deficiency during this fiscal year, as 
far as this appropriation is concerned, and this is merely a supple- 
mental appropriation. 

Dr. Spencer. This a supplemental appropriation; yes, sir; because 
the present condition of the appropriation, let us say, is not sufficient 
in amount to take all the absorptions that we hav e facing us and provide 
this additional service with its expenditure. 

Mr. Larrp. Do not most of the ships that come into our bigger ports 
time their arrival to come into the port between the hours of 7 in the 
morning and 1 in the afternoon? 

Dr. Spencer. There is some effort made to do that, although, as 
you probably would recognize, on these long voyages it would be 
relatively impossible for them to make a complete scheduling of their 
arrivals. So there are a number which arrive during the night and 
anchor awaiting their service the next day. 

Mr. Lairp. And they would unload at night if this service were 
provided? 

Dr. Spencer. They would. Yes, sir. 

Mr. Larrp. What kind of a shift arrangement do you have from 6 
to 6, on a 12-hour basis? Is it two 6- hour shifts? 

Dr. Spencer. That is a staggered shift arrangement so that we 
can get the best utilization of our personnel. We are required to 
assign each individual on a 40-hour week. It has to be a staggered 
shift so that he does not exceed that. 

Mr. Larrp. But it is not a change in shifts? You just stagger the 
individual hours? 

Dr. Spencer. That is right; yes, sir. 

Mr. Larrp. You have enough work to keep you busy for 12 hours 
every day? 

Dr. Spencer. Yes, sir; we do on the present personnel. We do 
not have an over age of pe rsonnel to do this. 


Mr. Larrp. That is all, Mr. Chairman. 
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STUDY OF OVERTIME PAY 


Mr. Lanuam. Doctor Spencer, you spoke a few moments ago, when 
you were explaining why this request last year was not granted by 
the Bureau of the sudget, of a complete study on overtime and 
matters of that sort. Do you know whether that was a study as to 
whether or not this ought to be put on the same basis as the Customs 
Bureau and Immigration Service overtime? 

Dr. Spencer. Yes, sir. That was a complete study of their stat- 
utory authority, of ours, and all other inspectional agencies. The 
report was to form the basis of an administration bill which would 
have the effect of providing a uniform rate of pay for overtime and 
the bill actually was introduced. It is referred to as the Murray 
bill. 

Mr. Lannam. The Murray bill? 

Dr. Spencer. The Murray bill; yes, sir. 

However, this bill to which ] have referred, while it is permissive 
relative to assessment of charges for these services, such action 
would still not be possible for this Service, because of the prohibition 
contained in our international agreement. It would have only the 
effect of setting our overtime reimbursement rate, which is presently 
under the Federal Employees’ Pay Act tables, but which would be 
raised to the uniform level established. It would cost us more money. 

Mr. Lanuam. | think that is all. Thank you very much. 

Mr. Denton. Let me ask one question. 

Mr. Lanuam. Yes. 


EFFECT OF LONGSHOREMEN PAY ON OFF-HOURS DOCKING 


Mr. Denton. Do they not pay the longshoremen overtime when 
they work hours other than from 6 to 6? 

Dr. Spencer. They have stated hours, sir. Usually it is 8 hours, 
but they will have overtime beyond those 8 hours. 

Mr. Denton. Don’t the ships lay out of the port and wait so that 
they can dock within those hours, in order that they will not have to 
pay the overtime to longshoremen? 

Dr. Spencer. That is true to a certain degree, and it will be so, 
except that those which have urgent or critical cargoes and schedules 
will elect to pay overtime if it is to their advantage to keep the cargo 
going. 

Mr. Denton. I think that is all. 

Mr. Lannam. Thank you very much, Mr. Spencer. 

Dr. Spencer. Thank you, sir. 


STATEMENT OF CONGRESSMAN Pavut G. Rocers 


Mr. Lanuam. Congressman Rogers, who very ably represents the 
Sixth District of Florida has submitted a statement on this subject 
to the committee. We are glad to have the benefit of his views and, 
without objection, will include his statement in our hearings record 
at this point. 

(The statement referred to is as follows:) 
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QUARANTINE INSPECTION SERVICE 


Mr. Chairman and members of the committee, I send this to you to let you 
know my reasons for strongly favoring vour approval of the emergency supple- 
mental budget request of $67,500 to place our Quarantine Inspection Service on a 
24-hour basis beginning February 15, 1957. The Public Health Service’s Division 
of Foreign Quarantine performs a necessary and vital service by its inspection of 
persons, planes, and vessels to prevent the introduction of quarantinable diseases 
and to medically examine aliens seeking entrance to the United States. I feel 
this valuable service is needed not 12 hours as at present, but 24 hours. 

Long before the Mid-East crisis, which has so forcibly brought to the fore the 
need for quickly moving vital supplies, the need existed at our ports for a 24-hou: 
inspection service. I have had considerable correspondence with port authorities 
and shippers at the ports in my district concerning the bad, congested condition 
that has existed due to the delay in quarantine inspection, and of the many ships 
that had to wait many hours before their cargoes could be moved. The 12-hour 
inspection service has resulted in costly delays to our ports, shippers, and to those 
greatly needing the cargoes brought by these ships. 

Granting this request will equalize the Quarantine Service with that already 
existing in our Customs and Immigration Services, and will permit a more efficient 
operation of vessels. 

So that vital goods will not be held and commerce stopped, I respectfully urge 
the members of your committee to grant this supplemental budget request so that 
24-hour quarantine inspection service might be put into effect at the earliest 
opportunity. 


MONDAY, JANUARY 28, 1957. 
SociaAL Securiry ADMINISTRATION 
GRANTS TO STATES FOR PuBLic ASSISTANCE 


WITNESSES 


JAY L. RONEY, DIRECTOR, BUREAU OF PUBLIC ASSISTANCE 

MISS KATHRYN D. GOODWIN, DEPUTY DIRECTOR, BUREAU OF 
PUBLIC ASSISTANCE 

ANDREW R. N. TRUELSON, EXECUTIVE OFFICER, BUREAU OF 
PUBLIC ASSISTANCE 

MRS. DOROTHY B. WEST, CHIEF, OPERATING STATISTICS BRANCH, 
DIVISION OF PROGRAM STATISTICS AND ANALYSIS, BUREAU OF 
PUBLIC ASSISTANCE 

CHARLES I. SCHOTTLAND, COMMISSIONER OF SOCIAL SECURITY 

JAMES F. KELLY, DEPARTMENT BUDGET OFFICER 


Mr. Lannam. We will now take up the request for a supplemental 
appropriation for the Department of Health, Education, and Welfare, 
the Social Security Administration, “Grants to States for public 
assistance.”’ You find this request contained in Document No. 48, 
House of Representatives, 85th Congress, Ist session, at page 6, 
which reads: 


This proposed supplemental appropriation is made necessary by the 1956 Social 
Security Act Amendments, which raised the statutory formula for Federal match- 
ing of State outlays for assistance payments to needy individuals and made other 
changes in the program. On August 31, 1956, this appropriation was apportioned 
on a basis which indicated the necessity for a supplemental estimate, pursuant to 
section 3679 of the Revised Statutes, as amended. 


Mr. Roney, do you have a prepared statement? 
Mr. Roney. A short opening statement, Mr. Chairman. 
Mr. Lanuam. Please proceed. 


87403—57— 6 
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GENERAL STATEMENT 





Mr. Roney. Mr. Chairman and members of the committee, under 
titles I, IV, X, and XIV of the Social Security Act, the Federal 
Government makes grants to the States for assistance and adminis- 
tration of the four programs of public assistance—old-age assistance, 
aid to dependent children, aid to the blind, and aid to the permanently 
and totally disabled. 

For the fiscal year 1957, the Congress approved an appropriation 
of $1,300 million for grants to States for public assistance. To meet 
requirements of States for this purpose for the current fiscal year, a 
supplemental appropriation of $277 million will be required. The 
need for this supplemental arises primarily because the 1956 amend- 
ments to the Social Security Act increased the Federal share of assist- 
ance payments. In addition, average monthly payments per recipient 
and the number of recipients of aid to dependent children are higher 
than those on which the appropriation was based. 

Attached to this statement is a summary table on the status of 
funds for public-assistance grants as of December 31, 1956. You will 
note that grants to States for the second quarter are about $405 
million as compared with about $366 million for the first quarter. 
This increase reflects for the most part the changes in the Federal 
matching formula for assistance payments that, under the 1956 amend- 
ments, became effective as of October 1, 1956. 

(The table referred to is as follows:) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, SOCIAL SECURITY 
/ ADMINISTRATION, BuREAU OF PUBLIC ASSISTANCE 


GRANTS TO STATES FOR PUBLIC ASSISTANCE, BUREAU OF PUBLIC ASSISTANCE, 
FISCAL YEAR 1957 


The following summary provides information on Federal payments made to 
States as of December 31, 1956, and the estimated payments to be made for the 
balance of the fiscal year: 


Regular appropriation for 1957__-_-_- Jaws vase 
Less payments to States as of Dec. 31, 1956: 
Payments for Ist quarter.__-__-__-_- . $365, 888, 811 
Payments for 2d quarter - _-_--__- Soe aes 404, 999, 109 
Payments for 3d quarter -- - -__- poe eee 382, 763, 147 
—__—_—_———— 1, 153, 651, 067 


__.. $1, 300, 000, 000 


Balance available for making grant pay- 
ments after Dec. 31, 1956____--. Me — 146, 348, 933 
Estimated payments yet to be made: 
Estimated amount to complete 3d quarter__ 25, 348, 933 
Estimated amount for the 4th quarter_.._..._ 398, 000, 000 
— —— 423, 348, 933 


Estimated supplemental requirements- it, 000, 000 


INCREASE IN MONTHLY PAYMENTS 


Mr. LANHAM. Since these amendments went into effect, what has 
been your experience for October, November, and December? What 
does your experience show regarding the increases in monthly pay- 
ments? 

Mr. Roney. We do not have the December figures yet. They will 
be due in the next few days. However, judging from the experience 
of October and November, the indications are that in old-age assistance 
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the total payments have gone up a little more than we estimated but 
for the other three programs—aid to dependent children, blind, and 
permanently and totally disabled—they are somewhat below what we 
had estimated so we think that our 60-percent estimate of the full 
increase possible under the amendments is still about as close as we 
can come. 

Mr. LanuAaM. You mean by 60 percent that 60 percent of the States 
will be ready to take advantage of those increased amounts? 

Mr. Ronny. No. It probably will be more than 60 percent of the 
States, but the States will not have taken full advantage of the addi- 
tional funds possible. 


Mr. Lanna. Sixty percent of the full amount will be taken by the 
States. 

Mr. Roney. Of funds, yes. They could increase, $3.34. Some 
States will probably get up to, say, a $2.95 average increase, rather 
than the $3.34. 

Mr. Lanuam. As I understood you to say, the increase was larger 
for the old-age assistance. 

Mr. Roney. That is right. 

Mr. Lannam. And less for the dependent children. 

Mr. Roney. In the amount of the increase in average payments so 
far; that is, taking advantage of the additional Federal funds. 


INCREASE IN RECIPIENTS OF AID TO DEPENDENT CHILDREN 


Mr. Lannam. But there is a substantial increase in the number of 
recipients? 

Mr. Roney. In aid to dependent children. 

Mr. Lanuam. Can you account for that substantial increase? 

Mr. Roney. We believe that the main reason for it is the general 
increase in child population. If the proportion of children receiving 
aid to dependent children had stayed constant in proportion to total 
child population, there would have been a 50,000 to 60,000 increase 
in aid to dependent children. We are estimating around 2 25,000 per 
year increase, which really means we are estimating somewhat a 
smaller proportion, but the actual numbers will be larger, and we 
account for that in terms of the increased child population, primarily. 

Mr. Lanuam. Do you have any figures showing now many of these 
dependent children are illegitimate? 

Mr. Roney. Yes; we have figures. 

Mr. Lanuam. What is the percentage? 

Mr. Roney. I do not know that I can recall. 

Mrs. West. It is about one-fifth. 

Mr. Lanuam. Incidentally, in my State this is being greatly abused. 
Is there any way that this abuse can be prevented? 

Mr. Roney. Well, it has been of concern to us, too, Mr. Chairman, 
because we have been aware of some of the problems ‘existing in some 
of the States, and our concern is that the whole program may not 
become jeopardized because of reactions to some parts of it. 

Mr. ScuorrLanb. Some of the States, Mr. Chairman, have done 
something in this regard. Some of them have more strict enforcement 
through the juvenile courts of what constitutes a suitable home, and 
have removed some children from the home if they found moral con- 
ditions were such that it was not conducive to the best upbringing of 
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the children. The approach through courts on the basis of the suit- 
ability of the home is one approach that is lots easier to enforce than 
one whereby you arbitarily decide to give or withhold relief based on 
somebody’s judgment as to whether it is a proper home or not. It is 
a pretty tough one to decide. 


INCREASE IN TOTALLY DISABLED RECEIVING AID 


Mr. LannAm. What is causing the substantial increase in the recipi- 
ents of aid to the permanently and totally disabled? 

Mr. Roney. Well, we believe the primary reason is a continuation 
of increase in recipients because of its being a relatively new program. 
You remember, this was added after the other categories. 

Mr. Lanna. Yes. 

Mr. Roney. Gradually additional States have added the program. 
They have not all added it yet. During this past year Kentucky, for 
instance, was added, and whenever a State is added that increases our 
estimate. But aside from that it takes a while for the program to 
become known down through the counties, so as it becomes known and 
as the program reaches the people who need it, there is an increase in 
the total over the country. 

This seems to be a continuation of the gradual increase since the 
program started, other than the new Kentucky program coming into 
the picture. 

Mr. Lanuam. How many of the States have come into this pro- 
gram? Rather, I should ask: How many have not? 

Mr. Truetson. All except seven jurisdictions. There are now 46 
out of the 53 jurisdictions. 

Mr. Denron. Indiana is not in it. 


COMPARISON WITH LAST YEAR’S ESTIMATE OF FUND NEEDS 


Mr. Lannam. During last year’s hearings the committee was told 
a supplemental of $163 million would be required if the McFarland 
amendment were reenacted. Is the difference between the $163 
million estimated then and the $277 million estimated now accounted 
for solely by the additional amendments to the act; or are there other 
factors? 

Mr. Roney. In our estimate about $13 million increase would have 
occurred even if the 1956 amendments had not been enacted. In 
other words, we would have had a $13 million supplemental, had there 
been no McFarland extensions. 


PRESENT SITUATION REGARDING FUND NEEDS 


Mr. Lanuam. This request was prepared a few weeks ago, but ts 
the situation practically the same at this time? 

Mr. Roney. In our judgment it is the best estimate we can prepare 
at this time. 

Mr. Lanuam. Under the law the Federal Government is obligated 
to furnish this money if it is necessary to meet the amounts ready to 
be contributed by the States? 

Mr. Ronny. That is right. It is a matching program. 

Mr. Lannam. Asa matter of fact, there is not much we can do about 
it, is there, except to see that your estimates are in line? 








83 


Mr. Roney. And we try to check to see that the State programs 
are in conformity with the Federal laws. If they are, then they are 
oe. for the money. 

Mr. Lanuam. Mr. Denton? 


EXPLANATION OF RECENT AMENDMENTS 


Mr. Denton. I wonder if you would be able to state succinctly in 
what way the last amendments changed the Federal law and how it 
increased the amount of money which the Government gives to the 
States. 

Mr. Roney. Yes. It relates to the formula on the amount of 
money the Federal Government provides to the States. 

In old-age assistance, aid to the blind, and aid to the disabled, 
prior to the amendments the Federal Government matched on a 
payment of $55 and paid four-fifths of the first $30 and one-half of 
the balance. If the payment was the full $55 the Federal Government 
would pay $35. 

Mr. Denton. Yes. 

Mr. Roney. Under the new amendments, the maximum under 
which the Federal Government will match on an individual payment 
is $60, and we pay four-fifths of the first $30 and one-half of the 
remainder, up to $60, which means, for the $60 payment, we will pay 
$39 instead of the previous $35. 

Mr. Denron. I am like Mr. Lanham; I do not see much we ean 
do about your request. It is an obligation which the Government has 
to face. It is a statutory requirement. If we appropriate too much, 
it goes back to the Treasury. If we do not appropriate enough, we 
have to make it up. I do not see much we can do about it. 

But there are some thoughts I had about this. 


RELATIONSHIP TO OLD-AGE AND SURVIVORS INSURANCE 


| thought that welfare and old-age assistance was a supplement to 
social security, that is, old-age and survivors insurance, and eventually 
we thought that welfare or old-age assistance could be done away 
with, and social sec urity would take its place. 

I came on this committee about 5 years ago for the first time. At 
that time the amount of money that we spent for all welfare was about 
a billion dollars. I notice here that just one part of it, old-age assist- 
ance, is almost a billion dollars in your 1957 estimate. I realize that 
the total figure has gone up because of the other three programs, and 
we have increased the amount of Government assistance twice since 
that time, but why is it that the old-age assistance program is con- 
tinually going up and not going down? Why do we not get to a point 
of diminishing returns on that? 

Mr. Roney. | think, Mr. Chairman and Mr. Denton, these are some 
factors which occur to me that have influenced the situation. In the 
old-age assistance program the actual number has been going down 
nationwide, and our estimate this year contemplates another decrease 
in numbers of persons needing help. That is largely attributable to 
the old-age and survivors’ insurance program. 

You might well ask: Should it not have gone down even faster? 
But that is another question. But it has been slowly declining. 
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On the other hand, the average payment to each individual who is 
still receiving help has increased, primarily because of the increased 
living costs. 

There is this additional factor, which is reflected in the new amend- 
ments: That medical care is becoming an increasingly substantial 
item in old-age assistance. You see, the insurance provides a rather 
fixed and regular amount, and when an elderly person becomes ill 
and needs a relatively expensive kind of medical care, he often turns 
to the assistance program. 

Mr. Denton. You mean the old-age and survivors insurance pro 
gram does not cover that? 

Mr. Roney. That is right. 

Mr. Denton. But welfare does. Of course, under old-age and sur- 
vivors insurance we are taking care of the totally and permanently 
disabled after 50, which ought to help that program. 

Mr. Roney. That will have its effects in a few years. 

Mr. Denton. The McFarland amendments increased the State 
contributions about 20 percent. I am figuring it roughly. Am I 
right or wrong? It went from $50 to $60 as a maximum. 

Mr. Roney. That is a maximum on which the Federal Government 
would match. Many States were paying over $55. It went from 
$55 to $60. 

Mr. Denton. It was $50 first, before the first McFarland amend- 
ment. 

Mr. Roney. Yes. 

Mr. Denton. And it went up twice, in two $5 payments, for the 
Maximum. 

Mr. Roney. The maximum that the Federal Government would 
match on. 

Mr. Denton. I am from Indiana; we do not pay over the maximum; 
you can count on that. 

Mr. Roney. Another factor I should have mentioned in relation to 
that old-age assistance program is the increase in the total number of 
aged, the same as with children due to population trends. 

Mr. Denton. They told me 5 years ago, when we spoke about this 
question, some interesting facts. You remember, the social-security 
law had been amended at that time, and welfare had been increased, 
and at that time old-age and survivors insurance was grossly inade- 
quate and welfare had to supplement social security, but they expected 
to have a big drop in welfare, and they said at that time that the 
people getting welfare were over 75, and most of them were 80. 

Mr. Roney. The average is 75. 

Mr. Denton. Those under 75 were under old-age and survivors 
insurance. I should think that would be moving up and in 5 years 
that the old-age and survivors insurance would take in a lot more 
people of older age than it did 5 years ago. 

Mr. ScnorruanpD. Might I comment on that, because we have given 
it considerable study. It is true that social security has covered a 
larger and larger percentage, but there are a number of factors, such 
as Mr. Roney mentioned, to influence that. I will supplement it 
with 1 or 2. 

First, there is an increase in the number of aged. Tomorrow—if 
you gentlemen meet tomorrow—when you meet, there will be 1,000 
more persons 65 years of age than there are right now. That is the 
net daily increase. 
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Furthermore, the aged are living longer, so that people who come 
on, say, at age 70 may stay on our rolls for 10 or 12 or 15 years. So 
to that extent it is going to take some time to catch up. 

Furthermore, we have not had complete coverage in social security 
until very recently. The last amendments, in 1956, “brought practically 
everybody in. What has happened is that the character of old-age 
assistance is changing from primarily an urban population to first an 
older population—an average of 75—and second, a rural population, 
although very few of the aged live in the rural areas. More and 
more of the old-age assistance load will be in the rural areas. It is 
becoming primarily a women’s program. And over half—I think 
60 percent—of the recipients are women, and they are people who 
were not covered. They are widows or women who were never 
married. They were widows before their husbands had a chance to 
become covered. Fewer people are becoming widows without cover- 
age, and fewer people are reaching old age. Every year the number 
reaching 65 who are uncovered diminishes, so that all these factors 
will diminish it. 

Furthermore, there has been a real diminution, even though the 
numbers seem more or less the same. As the number of aged goes up, 
there is a decrease. For example, a few years ago we used to talk 
about 27 or 28 percent of the aged receiving old-age assistance. 
It was 23 percent in the State in which I worked before coming to 
Washington. Now it is 17 percent of the aged receiving old-age 
assistance. That percentage gradually goes down, even though the 
number stays static. 

Mr. Denton. Somebody spoke about how many States had taken 
advantage of the provision of paying welfare to people who were 
totally and permanently disabled. That made me think of the State 
Ll come from, which is Indiana. As you know, we probably are 
among the States paying poorest benefits of almost any of the States 
in the United States. I think your list puts us third or fourth from 
the bottom. We are paying into this just the same as anybody else. 
What I do not like is the fact that we pay so much and get so much 
less than somebody else. 

This is the thought I had in my mind when I looked at this state- 
ment: Just the administration of the public assistance programs has 
a cost of over $200 million. 

Mr. TruEtson. The $200 million is for all forms of public assistance 
administration. 

Mr. Denton. What is it just for old-age assistance? 

Mr. Trueison. Roughly $100 million for old-age assistance. 

Mr. Denton. $100 million? 

Mr. Truntson. That is the figure. 

Mr. Denton. Are you ever going to reach the point where it will be 
better to put everybody under social security and get away from that 
administration cost? 

Mr. Roney. You are speaking of old-age assistance? 

Mr. Denton. Yes. Just get rid of welfare. Then you would not 
have this question of the investigation and the long determination of 
whether the person is entitled to it, and you would not have people in 
one State treated one way and in another State treated another way. 
You see, the Government is spending, out of this roughly $2 billion for 
old-age assistance, about $100 million just for administration. It 
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runs pretty close to $2 billion you are spending on old-age assistance, 
and old-age and survivors insurance payments amount to about $6 
billion. Are you ever going to reach a point where it will be easier to 
put everybody under that one system? 

Mr. Scuorruanp. Of course, when you say 
time. 

Mr. Denton. Yes. 

Mr. ScuorrLanp. The administration has not favored blanketing 
in all persons to date, because it is felt that this social security—— 

Mr. Denton. But it is going to be cheaper to do it that way. 

Mr. ScnorrLtanp. There may come a time when the position might 
need to be reconsidered, when the number on old-age assistance be- 
comes very small and practically everyone reaching 65 is covered. 
There may be a small residual problem. To date it has seemed to us 
important to maintain tbe contributory character of the social insur- 
ance programs, and | think that has been the general feeling of the 
committees of Congress. 

Mr. Denton. You mean what the States and local governments 
pay? 

Mr. ScuoTrianb. I mean the contributory system to social security ; 
the Federal program. 

Mr. Denton. When you have practically everybody under old-age 
and survivors insurance and they are paid for total and permanent 
disability, there is going to be only a question of time until everybody 
is covered under social security, except by reason of some fluke. 

Mr. ScuHorrLaNnpb. That is right. 

Mr. Denton. Possibly casual labor, or some woman who has lost 
out because of a marriage; or some fluke like that will keep them out. 

Mr. ScHoTruanp. Yes. 

Mr. Denton. I was just wondering if you were not reaching a point 
where you could throw the two systems together. 

Mr. Roney. From a Federal point of view? 

Mr. Denton. Yes. 

Mr. ScHotTr.ianp. It has been our feeling we have not yet reached 
the point where we think that should be considered. I cannot say 
what will be the situation forever. I think that is the feeling of the 
committees. 

Mr. Denton. That is all. 

Mr. Lanuam. Mr. Taber? 


e 


ever’ that is a long 


ADMINISTRATIVE COSTS 


Mr. Taser. I have in front of me page 6 of the justifications. It 
appears that the administrative expenses of this program are right in 
the neighborhood of 8 percent. That seems to be an outlandish figure 
to have to pay for administration. The total is $2¢4.2 million. The 
total for all of these units of assistance is $2,637 million, and the $204 
million is approximately 8 percent. I may be a little off, one way or 
the other, but not much. 
Now, the Federal share of administration is set up at about half, 
but not quite. It seems to me like that is out of line for doing the job. 
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[ do not know what you can tell us about it, but it looks that way 
offhand. 

Mr. Roney. Well, some of the comments, Mr. Taber, that I would 
be inclined to make on it, are in line with what we were speaking of a 
minute ago: that old-age assistance is increasingly becoming a supple- 
mental program to the old-age and survivors insurance program, and 
the work involved in determining a supplemental grant on the part 
of personnel is often as time-consuming as if the whole amount of 
their assistance were being taken care of, so that your percentage for 
administration is inclined to go up in relation to the total expenditure 
for assistance. 

Another factor is that States have increasingly been trying to give 
more of what we call services or rehabilitation efforts or self-care or 
self-support efforts in these cases, with the hope that they can help 
them so they will not have to receive assistance longer. In other 
words, rather than just determining that they are eligible and then 
giving them the money and forgetting about it, so to speak, the as- 
sistance workers try to keep an interest in the individuals or families 
to help them if possible leave the rolls. That takes time and effort, 
and the more this is done the more it raises this administrative-cost 
figure. 

New York State has been notable in its efforts in that area of helping 
people to leave the rolls whenever they can, or to be in more comfort- 
able but less costly arrangements. For instance, in the old-age 
assistance, if a person can be helped to stay at home rather than to 
live in a nursing home or a hospital, that is considerably less costly, 
plus a happier arrangement, usually, for the individual. 

But it takes staff time to work that out and the accumulation of 
these activities, I think, is a major part of the answer on these costs. 

There is this factor, too. Just as in other areas, salaries have con- 
tinued to go up on the part of State personnel. Usually the welfare 
people fit into the county and the State pattern of remuneration, and 
salaries have gradually tended to increase. 


CURRENT STATUS OF APPROPRIATION 


Mr. Taser. You were given $1.3 billion, I think, for this activity? 

Mr. Roney. That is correct. 

Mr. Taser. How much of that did you spend in the first quarter? 

Mr. TRUELSON. $365,888,811. That was before the amendments 
became effective October 1 

Mr. Taser. And how much did you spend in the second quarter? 

Mr. Truetson. $404,999,109. 

Mr. Taser. And you estimate you are going to spend how much in 
the last two quarters? 

Mr. Trurtson. When the table attached to the testimony was 
prepared, we did not have the third quarter complete. We now hav: 
that complete. I can give that figure to vou. It is $408,114,292 for 
the third quarter. 

That makes a total to date of $1,179,002,212. 

The fourth quarter is estimated at $397,977,788. 

Mr. Taser. A total overall of how much? 

Mr. Truretson. $1,577 million. 

Mr. Taser. Now, it is customary to pay this money to the States 
in advance; is it not? 

Miss Goopwin. The law requires that. 
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ADJUSTMENT OF QUARTERLY GRANTS 








Mr. Taser. And you have to make adjustments with the States 
on the basis of what they actually did pay out? 

Miss Goopwin. That is right. 

Mr. Taser. Those adjustments apparently do not come before 
some months after the payment? 

Miss Goopwin. The second succeeding quarter after payment, 
because they cannot get their expenditures in to us until after a 
quarter is completed, and we make the adjustment about the third 
quarter. 

Mr. Taser. The first quarter, you have the adjustments on; have 
you not? 

Miss Goopwin. That is right. The adjustments have been taken 
into account in all these estimates. 

Mr. Taser. The first quarter is an actual, definite amount at this 
time? 

Miss Goopwin. That is right. 

Mr. Taper. The second quarter has not been adjusted yet? 

Mr. Truexson. Yes; that has been adjusted. There was an 
adjustment of $5,828,886 for the second preceding quarter in making 
the third quarter grant. 

Mr. Taper. Up or down? 

Mr. Truetson. Down. The State’s estimate was reduced by that 
amount. The estimates from the States for the fourth quarter total 
was $412,199,418, and the adjustment will be $14,201,630. So the 
total estimate of $1,577 million gives account to all adjustments for 
preceding quarters on the basis of using the State’s reports for the 
second preceding quarter in making the grant for the quarter. 

Mr. Taper. For the second quarter your adjustments were on the 
basis of what figure? 

Mr. Keuriy. The total States’ estimates were $409,781,504, and the 
minus adjustment, based on the fourth quarter, was $4,782,395, 
giving a net advance to the States of $404,999,109. 

Mr. Taser. But you figure the third quarter will go up? 

Mr. Truetson. We have already made grants for the third quarter. 

Mr. Taser. For the fourth quarter you indicate a decrease of about 
$11 million? 

Mr. Truetson. The decrease is due to the assumption that the 
fourth-quarter estimates will be the same as the third quarter. We 
estimate we will have adjustments of about $14 million in the fourth 
quarter grants as compared with, roughly, $5,800,000 adjustments 
made in the third quarter. There are higher adjustments anticipated 
in making the fourth-quarter grant. 

Mr. Taser. You make those grants after you get in vour adjust- 
ment for the preceding quarter? 

Mr. Truetson. It is the second preceding quarter we use. They 
are used simultaneously. 

Mr. Taper. Have vou taken that $14 million into account in this 
estimate? 

Mr. Truetson. Yes, our total estimate gives full effect to that 
$14 million. 

Mr. Taser. I guess that is all. 
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ADMINISTRATIVE EXPENSES 


Mr. Latrp. [ would like to ask a question or two about these 
administrative expenses. Several Wisconsin counties are hiring 
corporation counselors to handle legal problems in the county welfare 
office. What share of that cost is paid by this Federal appropriation? 

Mr. Roney. I am afraid I do not identify the corporation 
counselors. 

Mr. Larrp. They do the legal work in connection with the welfare 
work in the counties. 

Mr. Roney. In the first place, the Federal matching on administra- 
tion is 50 percent of the total cost. It is not 100 percent. 

Mr. Larrp. If they hire an employee, you pay 50 percent of the 
cost? 

Mr. Ronny. We match 50 percent of what are legitimate adminis- 
trative costs by the States and local agencies in the public-assistance 
program. If under a State law they have a system that includes the 
legal process that you mention and it is connected with the adminis- 
tration of public assistance, then we would match it on a 50-percent 
basis. 

Mr. Larrp. | know you are matching it on a 50- percent basis, but 
what kind of a check do you have on these expenses? 

Miss Goopwin. The States give us a description of what they con- 
sider to be a public-assistance job. That is one of the hardest ques- 
tions there is, because we have to try to draw a line as to what is 
legitimately public assistance and what is carrying out other State 
and county requirements. That has to depend on what the functions 
are. Prosecuiions would not be covered. 

Mr. Larrp. These positions handle only civil cases. 

Miss Goopwin. I know Wisconsin has some such laws. It would 
have to be what could be said to be the administration of public 
assistance against the legal functions of a county. 

Mr. Larrp. Have you ever turned down a State on administrative 
expenses for new positions? 

Miss Goopwin. Not the employee, but the function. 

Mr, Latrrp. How long has it been since one has been turned down? 

Miss Goopwin. They are turned down almost every day, I guess. 
Many States and counties perform functions that cannot be matched. 
There have been a number of cases that have been turned down. I 
remember one last week. 

Mr. Larrp. Do youe ver turn them down on the basis they are just 
part-time employees, only working part time on welfare? 

Miss Goopwtn. No, because the y could segregate the costs. 

Mir. Larrp. I was wondering how you check on the administrative 
expenses. This is the only place, as I see it, this committee could 
possibly save money. 

Miss Goopwin. There are three checks. First, we issue instructions 
on what can be accepted as matching. Those are broad instructions 
to give the States broad criteria to apply. 

Second, the States submit to us a statement of what they expect to 
ask matching funds for, the type of activity. 

And third, we have both State and Federal audits. 

There are some close cases sometimes as to whether it is appropriate 

yr not. 

Mr. Larrp. Thank you. 

Mr. Lanuam. Thank you, Mr. Roney. 
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PROVISIONS FOR FEDERAL PARTICIPATION 


PAYMENTS 
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PUBLIC ASSISTANCE 








(Norr.—The following was subsequently submitted at the com- 
mittee’s request:) 







Legislative chronology of provisions for Federal participation in payments of public 
assistance 


ASSISTANCE SUBJECT TO FEDERAL PARTICIPATION DEFINED TO INCLUDE ONLY 
MONEY PAYMENTS TO RECIPIENTS 


Maximum amounts of individual 
monthly payments subject to Fed- | 
eral participation 


Federal Share of expenditures within 
specified maximums 








Legislation ! Aid to dependent children j 








































































RS Oe ee ian 
blind, | Aged, blind, and Aid to dependent 
and Each disabled 2 children 
dis- Ist child addi- 
abled 2 | tional | 
| child 
| 

1935 original act $30 $18 | $12 | 4. 14, 

1939 amendments 40 18 12| % 49. 

1946 amendments 45 24 15 | 34 of Ist $15 (aver- | 24 of Ist $9 (aver- 
age) plus 14 the age per child 
balance, plus % the bal 

ance, 

1948 amendments 50 27 18 | 34 of Ist $20 (aver- | 34 of Ist $12 (aver 


ASSISTANCE SUBJECT 
PAYMENTS TO RECIPIENTS 
REMEDIAL CARE 


1950 arnendments «$50 | $27 plus $27 for 1 $18 | 34 of Ist $20 (aver- | 34 of Ist $12 (aver 
needy relative age) plus }» the age per person 
with whom child balance. plus 4 the bal- 
lives. ance. 

Puerto Rico,’ Virgin 30 | $18 12) 1 
Islands. 
1952 and 1954 amend- $30 plus $30 for 1 21 | 44 of Ist $25 (aver- | 45 of Ist $15 (aver 
ments.§ needy relative age) plus )4 the age per person 
with whom child balance. plus 4 the bal 
lives. ance 
Puerto Rico,’ Virgin (8) J) ¢ 
Islands. 

1956 amendments (Oct 60 | $32 plus $32 for 1 23 | 45 of Ist $30 (aver- | !4i7 of Ist $17 (aver 
1, 1956, through June needy relative age) plus !» the age per person 
30, 1957). with whom child balance. plus 4% the bal 

lives. ance 
Puerto Rico,’ Virgin 30 | $18 plus $18 for 1 12 |! le 
Islands.? needy relative 
with whom child 
lives. 
SEPARATE PROVISION FOR FEDERAL PARTICIPATION IN MONEY PAYMENTS TO 


age) plus 42 the age per child 
balance. plus % the bal 
anee. 


VENDORS 


RECIPIENTS 


FOR MEDICAL 


TO FEDERAL PARTICIPATION DEFINED TO INCLUDE MONEY 
AND PAYMENTS TO 


ANT) 


1956 amendments (July $60 | $32 plus $32 for 1 $23 | 44 of Ist $30 (av- ‘47 of Ist $17 
1, 1957, through June needy relative erage) plus ! (average per 
30, 1959). with whom child the balances person) plus ! 

lives. the balance 
Puerto Rico,’ Virgin 30 | $18 plus $18 for 1 12 |} | 


Islands.* needy relative 
with whom child 


lives. 


See footnotes at end of table, p. 91 





91 


Legislative chronology of provisions for Federal participation in payments of public 
assistance—Continued 


SEPARATE PROVISION FOR FEDERAL PARTICIPATION IN VENDOR PAYMENTS FOR 
MEDICAL AND REMEDIAL CARE 


| | 
|Maximum average monthly amount) 
per recipient subject to Federal) Federal 


participation |share of ex- 
ia RE cL ____ | penditures 
Legislation | within 
i\Aid to dependent) specified 
Aged, blind,| children maximums 
and ae ee ee (all 


| disabled 2 me) programs) 
Per adult | Per child 
| 


1956 amendments (effective July 1, 1957, for all jurisdic- 
tions) “ gece ies caf $6 $6 $3 | ho 
: | 
i Effective date of legislation: The 1935 original act was effective February 1936; the 1939 amendments, 
in January 1940, and the 1946, 1948, 1950, 1952, and 1954 amendments in October of the year in which enacted. 
he changes in basic formula made by the 1956 amendments become effective Oct. 1, 1956; the separate 


provision for Federal participation in payments to vendors for medical and remedial care, July 1, 1957. 
? Program for aid to the permanently and totally disabled became effective in October 1950. 
’ Maximum Federal payment in a fiscal year, $4,250,000. 
‘ Maximum Federal payment in a fiscal year, $160,000. > 


5 1952 amendments carried an expiration date of Sept. 30, 1954; 1954 amendments extended expiration date 
to Sept. 30, 1956. 


§ No. change from 1950 provisions. 
’ Maximum Federai payment in a fiscal year, $5,312,500. 
* Maximum Federal payment in a fiscal year, $200,000 
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EMERGENCY CONSERVATION MEASURES 


Mr. Wuirren. Gentlemen, the committee will come to order. 

We have three supplemental requests before us today. They are 
contained in House Document No. 48, dated January 14, 1957. 

First we come to a supplemental request for the agricultural con- 
servation program. The pertinent portion of House Document No. 48 
will be inserted at this point. 


(The matter referred to follows:) 
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DEPARTMENT OF AGRICULTURE 
AGRICULTURAL CONSERVATION PROGRAM SERVICE 


EMERGENCY CONSERVATION MEASURES 


“‘Not to exceed $25,000,000 of the Appropriation granted under the head 
‘Agricultural Conservation Program Service’, in the Department of Agri- 
culture and Farm Credit Administration Appropriation Act, 1956, shall 
be available until June 30, 1958, to enable the Secretary to make payments 
to farmers who carry out emergency measures to control wind erosion on 
farmlands or to rehabilitate farmlands damaged by wind erosion, floods, 
hurricanes, or other natural disasters when, as a result of the foregoing, new 
conservation problems have been created which, (1) if noi treated, will impair 
or endanger the land, (2) materially affect the productive capacity of the 
land, (3) represent damage which is unusual in character and, except for 
wind erosion, is not of the type which would recur frequently in the same 
area, and (4) will be so costly to rehabilitate that Federal assistance is or will 
be required to return the land to productive agricultural use, and for reim- 
bursement to the appropriation to the President for ‘Disaster relief’, for 
allocations to the Secretary of Agriculture for such purposes: Provided, 
That this Appropriation may be expended without regard to the adjustments 
required under section 8 (e) of the Soil Conservation and Domestic Allotment 
Act, as amended (16 U. 8S. C. 590h), and may be distributed among States 
and individual farmers without regard to other provisions of law.” 


The extreme drought conditions which have prevailed in much of the Great 
Plains area for the last several years are critical. The area subject to damage 
by wind erosion has increased, and seasonal high winds are expected to exact a 
heavy toll unless preventive measures are taken immediately. This proposed 
authorization will enable the Department of Agriculture to make cost-sharing 
payments to farmers and ranchers who carry out emergency wind-erosion and 
other conservation measures, and to reimburse the President’s disaster relief fund 
or funds advanced to cover such expenses last summer and fall. 


JUSTIFICATION DATA 


Mr. Wuirren. We will insert also pages 2 through 4 of the justi- 
fications. 
(The pages referred to are as follows: ) 


PuRPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


Need for authorization.—During 1956 emergency conservation assistance has 
been authorized in connection with new conservation problems created by (1) 
hurricanes and floods in the eastern seaboard States and Puerto Rico, (2) torrential 
rains and floods in California, Oregon, and Nevada, and (3) the severe wind and 
drought conditions in the Great Plains States. 

The 1956 emergency programs have been operated in substantially the same 
manner as the emergency wind erosion control programs for 1954 and 1955, in the 
Great Plains States. 

The funds which have been made available by the Congress for this emergency 
assistance for the 3 years 1954, 1955, and 1956 total $20 million. All of the 
emergency funds remaining from the $20 million have been allocated to States for 
1956, based on anticipated requirements, and in addition advances have been 
obtained from the President’s disaster relief fund, pending enactment of the 
legislation appropriating additional funds. 

teports from and investigations in the Great Plains area show that continuing 
extreme drought has created conditions which clearly indicate imminent disas- 
trous wind erosion. Therefore, there is a pressing need for substantially more 
funds for the windy season in the spring of 1957 than is presently available under 
the regular agricultural conservation program. There is also a likelihood that 
the need for such additional funds will continue in the 1957-58 windy season. In 
addition to the problem created by wind erosion, past experience indicates the 
probability that other unforeseeable natural disasters may occur which would 
require immediate conservation assistance. 
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Reports indicate that nearly 2 million acres of land in the Great Plains have 
already been damaged by wind action and that an additional 29 million acres are 


in condition to blow. The summary table below indicates land conditions in the 
10 Great Plains States, as of December 1, 1956: 


Land in condition to blow 











i | | “ 
States Cropland | Rangeland | Other land | Total land 
. y a) HT a7 3a co wo rE ve [eee 
Southern Great Plains: Acres Acres } Acres | Acres 
Colorado : ie foie 3, 620, 000 1, 105, 000 174, 000 4, 899, 000 
Kansas . pbb dln wkesshbubcimonsmenbde ¢ 


, 841, 000 | 466, 000 | 58, 000 10, 365, 000 
New Mexico- 








Pe fannie 930, 000 | 266, 000 1,000 | 1, 197, 000 
Oklahoma sane ; 1, 679, 000 | 175, 000 18, 000 | 1, 872, 000 
Texas ae 5, 061, 000 | 1, 320, 000 | 122, 000 | 6, 503, 000 
Subtotal _ -- sbGes se 21, 131, 000 | 3, 332, 000 | 373, 000 | 24, 836, 000 
Northern Great Plains: Te, i" ad vical xa is 
me 2 . 525, 000 52, 000 11, 000 | 588, 000 
PG on coe eos Re Tee na 982. 000 336, 000 22, 000 1, 340, 000 
North Dakota bcp eit Bie st ose ree 1, 017, 000 35, 000 2, 000 1, 054, 000 
South Dakota Senitbsseedbk tact doateace 569, 000 | 39, 000 11, 000 619, 000 
We SU 3s oct ck cutaimianaaan 138, 000 | 309, 000 26, 000 | 473, 000 
Subtotal. ......-- sou bine aae cies: 3, 231, 000 771, 000 2, 000 4, 074, 000 
ROCRR CACO: FON ops tttinetenn d 24, 362, 000 ’ 4, 103, 000 ben 445, 000 -. 28, 910, 000 





The data indicate that more acreage is subject to wind erosion than for the 2 
previous years. Reports also indicate that in many places the moisture conditions 
re the worst in recorded history. Based on present estimates the $25 million 
would be used for the purposes and in the approximate amounts listed below but 
in the event of changed conditions the pattern of actual use, within the total avail- 
able, might be materially different: 

(1) About $14 million will be required for emergency tillage measures through 
June 1957. 

(2) About $5 million will be required for emergency tillage in the fall of 1957 
and through about March 1958. This estimate assumes some improvement in 
conditions over the present. 

(3) Approximately $3 million will be required for other wind-erosion emergency 
measures such as leaving stubble, emergency cover, etc., to be carried out in the 
summer of 1957. 

(4) About $1 million will be required for payment of currently outstanding ad- 
vances from the President’s disaster relief fund. As of November 25, 1956, the 
Department has received advances from the President’s fund totaling $1,900,000 
which have not been repaid. It is anticipated that about one-half of this amount 
can be repaid from unearned balances in emergency allocations already made. 
Since emergency assistance under the 1956 program was available through 
December 31, 1956, final reports of farmers’ earnings are not yet available. The 
States will be requested to furnish reports as soon as practicable so that a deter- 
mination may be made of the amount which will be available to repay the Presi- 
dent’s fund. 

(5) About $2 million is required as a reserve for needs before March 1958, 
arising from emergencies due to other natural disasters. 


GENERAL STATEMENT 


Mr. Wuirren. Mr. Peterson, we will be glad to have your general 
statement. 

Mr. Perrerson. Thank you, Mr. Chairman, and gentlemen of the 
committee. It is a pleasure to meet with you so early in the opening 
session of the 85th Congress. We wish to discuss with you today the 
request of the Department for authority to use $25 million of the 
underearnings from the 1955 agricultural-conservation program for 
providing additional assistance to farmers for emergency-conservation 


















































































94 


measures required as a result of aatural disasters, primarily in the 
drought-stricken areas. Because of the nature of this emergency and 
the probable results from serious wind erosion in the fiscal years 1957 
and 1958, we feel it is desirable that such additional assistance be 
provided at the earliest possible date. 

I am sure you are well aware that the extreme drought conditions 
which have prevailed in much of the Great Plains area for the last 
several years have continued and become more critical this year. 
Our reports indicate that nearly 2 million acres of land in the Great 
Plains have already been damaged by wind action and that an addi- 
tional 29 million acres are in condition to blow. Of this 29 million 
acres about 21 million represents cropland in the 5 southern Great 
Plains States. More acreage is reported to be subject to wind-erosion 
damage during the current season than for the 2 previous years, and 
in many places the moisture conditions are the worst of record. The 
windy season has already started in much of the area and normally 
increases in intensity into the spring months. 

We are utilizing insofar as possible the program resources available 
to us to alleviate the most acute problems; however, our present 
resources, particularly funds available for sharing costs of needed 
emergency conservation practices, are inadequate to meet problems 
of this magnitude. Farmers and ranchers in the area forego the use 
of necessary protective measures without financial assistance. We 
believe it is in the public interest that whatever action is possible to 
minimize the impending damage to this important agricultural area 
be taken promptly. Emergency conservation measures to which 
cost-sharing assistance applies are of material help in protecting the 
land resources of the drought area, and of equal importance, main- 
taining the ability of farmers and ranchers to secure their livelihood 
from the land when moisture conditions improve. 

In addition to the problem created by wind erosion, past experience 
indicates the probability that other unforeseeable natural disasters 
there and elsewhere do occur which require immediate conservation 
assistance in restoring land to usefulness. The proposed langvaze 
will also authorize the use of funds to provide cost-sharing assist n°e 
to farmers to rehabilitate farmlands damaged by floods, hurricanes 
or other natural disasters. 

As you know, this Department has conducted emergency con- 
servation practice cost-sharing programs during the years 1954, 1955 
and 1956 with $20 million specifically authorized for this purpose 
by the Congress. In addition $1.9 million has been advanced in 
the fall of 1956 from the President’s disaster relief fund for providing 
additional assistance to farmers for emergency conservation measures 
required as a result of floods in California, Oregon, and Nevada, and 
hurricanes on the eastern seaboard and in Puerto Rico. Regular 
agricultural conservation program funds for the 1957 program which 
can be diverted to wind-erosion control, measures are already being 
used to the extent feasible to help meet some of the most urgent 
problems. However, extensive use of the agricultural conservation 
program for this purpose would seriously reduce its effectiveness for 
its primary, longer range purpose and would not adequately meet this 
emergency problem. 
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PROPOSED USES OF ADDITIONAL FUNDS 


The current outlook for utilization of the additional $25 million 
authorization for emergency assistance is as follows: 

One, about $14 million is estimated to be required for emergency 
tillage measures through June 1957. These measures consist of 
cultivation by listing, ridging, pitting or development of small basins 
or other means to roughen the surface for temporary control of wind 
erosion. 

Two, about $5 million is estimated to be required for emergency 
tillage in the fall of 1957 and through about March 1958. This 
estimate assumes some improvement in conditions over the present. 

Three, approximately $3 million is estimated to be required for 
other wind-erosion-control eme rgency measures such as leaving stub- 
ble, emergency cover, and so forth, to be carried out in the summer of 
1957. 

Four, about $1 million is required for repayment of currently out- 
standing advances from the President’s disaster relief fund. 

Five, about $2 million is required as a reserve for needs before 
March 1958, arising from emergencies due to other natural disasters. 
In the event of changed conditions, | am sure you realize that the 
pattern of actual use within the total available might be materially 
different. 

The proposed language provides for the same kind of assistance 
which has been furnished in recent emergency programs. However, 
it differs from prior appropriations for such purposes by specifying 
criteria which must be met before funds may be used. These criteria 
are that the disasters must have created new conservation problems 
which if not treated, will impair or endanger the land, materially 
affect the productive capacity of the land, represent damage w hich 
is unusual in character and except for wind erosion, is not of “the type 
which would recur frequently in the same area, and will be so costly 
to rehabilitate that Federal assistance is or will be required to return 
the land to productive agricultural use. We believe it is highly 
desirable to have such criteria established in the law to facilitate a 
determination as to the need for emergency assistance. These criteria 
have been developed through experience with previous programs and 
in our judgment are adequate to meet emergency conservation re- 
quests which are a proper responsibility of this Department. 

Mr. Chairman, Mr. Paul M. Koger, the Administrator of the 
Agricultural Conservation Program Service, and other representa- 
tives of the Department are here with me. We shall be glad to 
answer questions or furnish such additional information as you may 
wish, 

Mr. Wuirren. Thank you, Mr. Secretary. 


PRIOR PROGRAMS FOR WIND EROSION 


Briefly, I would like for you to discuss for the record what soil and 
wind erosion programs you have had in 1954, 1955, and 1956, what 
funds you have had, and how you have tried to meet this problem 
prior to the present budget. 

Mr. Pererson. I think, Mr. Chairman, I would like to make a 
general statement in response to that question and then ask some of 
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the people who are handling these technical programs to respond 
further. 

There are, as you know, a variety of programs having conservation 
achievements on the land as their basic purpose. The basic program, 
of course, is the program of the Soil Conservation Service furnishing 
technical assistance through cooperators, through the soil conserva- 
tion districts, with all of which we have cooperative memorandums of 
understanding. 

In addition to the technical assistance program, there is the credit 
program of the Farmers’ Home; the direct action program has been 
primarily through the ACP cost-sharing program in addition to the 
SCS program. 

Now, the emergency wind erosion: wind conditions have been of such 
a nature that with the funds available, we did not feel that we could 
permit a diversion of those funds to the extent necessary to meet the 
whole program, or there would have been no ACP program, for those 
farmers in the area who did have an opportunity to conduct a farming 
operation with some returns. 

As a result, as I understand the history, some of which commenced 
before I was here, the Congress in 1954 authorized emergency funds 
to be used to meet the emergency conditions of wind erosion. The land 
was blowing. Much of it was bare. The problem was so severe 
that it was recognized as being a special program needing immediate 
treatment which was in the nature of a program or a practice that 
would not cure the cause but treat the effect. The emergency pro- 
gram has been extended each year since that time. 

Realizing that these emergency measures do not correct the basic 
cause of the erosion, the Department undertook to evaluate with 
representatives of the Great Plains Council, and other soil conserva- 
tion associations in the region, how a long-time program might be 
developed which would help those folks in that region to develop 
patterns of land use and farming practices which would tend to permit 
them to live with these recurring drought conditions without such 
damage to the land as has occ ‘urred. during the past 3 vears. 

That gave rise to the Great Plains program which the Congress 
enacted last vear and for which appropriations are being requested 
in the budgets which are before the Congress now and upon which 
hearings will subsequently be held. 

That is about the sequence of the development, as I understand it, 
Mr. Chairman and gentlemen; and if you have further technical 
questions on how it is working, I would like to direct them to Mr. 
Koger or Mr. Ritchie as far as ACP is concerned. 

Mr. Wuirren. I would like for you to include in the record the 
amount of funds you have had for this particular purpose in the last 
3 years: 1954, 1955, and 1956. Then, since this will come before us 
when you come up for your regular budget, I would like to have you 
give some thought to what effort has been made to meet the problem 
through your ACP program. 

Now, I understand that you have a different problem, and we have 
tried to meet it on an individual basis, because under the ACP pro- 
gram the funds are distributed under a formula and things of that 
sort. 

Under the ACP program you announce a catalog of approved prac- 
tices under the rules, and you set up certain limits as to what the 
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Federal Government will pay in the way of contribution toward cost. 
Then you leave it to the States and counties to determine what 
practices they will select from this big catalog. In many areas I am 
told the tendency is to select practices that might be of least benefit, 
and things that the local people probably planned to do anyway 
sometimes creep into the ACP selected practices. 

I would just like to have you indicate whether the ACP program 
has been utilized as fully as it might have been to meet this emer- 
gency wind erosion problem. After all, having something sought on 
an emergency basis where the Federal Government furnishes nearly 
the full amount of the cost raises a question. Often you get in an 
emergency and you have to try to meet it; but we should look beltind 
that and see how we can meet the problem on a long-range basis. 

Mr. Prrerson. I take it you would like a table showing the actual 
ACP programs which have been used, the amount of money expended 
for each in the area we are discussing. 

Mr. Wuirren. I would like to have that in the record so that we 
can see just how these two programs mesh. 

I had a man to call me today. He was a farmer in Kansas. He 
called me after conferring with former Congressman Clifford Hope, 
who was chairman of the Agricultural Committee here for many years 
and ranking member in other years, a man in whom we have a great 
deal of confidence. 

This farmer’s statement was that, unless we are careful in providing 
this $25 million, we would make it available to people who had not 
done anything to protect their lands, at the expense of the farmer who 
had already used his own funds to meet his problems. 

(The following information was subsequently supplied :) 


Assistance under regular agricultural conservation program for conservation practices 
in States designated as eligible for use of supplemental emergency wind-erosion 
funds! 


{In thousands of dollars] 


| Amount used | 
state | a eet iat 1956, 
| | estimated 2 


| 1954 





1955 
|__| " 
Colorado : $2, 201 | $3, 286 $3, 284 
Kansas pide 4, 233 5, 726 | 6, 402 
Nebraska 3, 144 3, 980 6, 123 
New Mexico 1, 096 1, 745 1, 876 
Oklahoma 4, 257 5, 527 7, 276 
Texas a5) 13, 843 | 18, 878 19, 280 
Wyoming 1, 353 | 1, 465 2, 028 
Area total_-... Sa bist alitakdeh aided 30, 127 40, 607 | 46, 269 


! Does not include funds used for small payment increases (sec 8 (e) of the Soil Conservation and Domestic 
Allotment Act) or for technical services. Data represents State totals and is not limited to the designated 


areas within the State. 


2 Amount available for practice assistance. 


Mr. Pererson. That is a problem that is of concern to us, too, 
Mr. Chairman. ‘That is one reason why we did open up, among 
the others, the 1957 calendar ACP program during the summer and 
fall of 1956. ‘Thus far, I think we have been reasonably fortunate in 
that the extent and duration of winds has been somewhat more limited 
than it was last year. 

There is the further problem which you make reference to, I think, 
when you suggest that the emergency type of programs, the cafeteria 
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type of program, if I might use that term, that ACP provides may not 
always accomplish the necessary conservation practice on the par- 
ticular farm to which they are applied. That thinking was behind our 
developments of the Great Plains program, just now beginning to get 
underway, when we provided, as you will recall, that the whole 
conservation problem of a farm or ranch had to be treated as an entity 
before cost-sharing would become available under the Great Plains 
program. 

We think that that program should provide valuable experience on 
which we might be able to develop recommendations for cost-sharing 
as a principle, in achieving greater conservation. 


USE OF REGULAR ACP FUNDS FOR EMERGENCY MEASURES 


Mr. Wuirtten. I notice your language here says: 
not to exceed $25 million of the appropriation granted under the head “Agricul- 
tural conservation program service’’—shall be available until June 30, 1958. 

Now, the original grant of funds was based on a formula for dis- 
tribution to the various States in the Union. The $25 million has 
not been expended at this point, and you are asking us to change the 
basis on which it can be used. How about the States from which this 
this fund is being taken and given to other States? It is done at the 
expense of the States to which this money has heretofore been dis- 
tributed, is it not? 

Mr. Pretrrson. Yes, sir; and it arises from the fact that the States 
for which the allocation of the appropriated funds were previously 
made did not use all of the funds that were made available to them. 

Mr. Wuitten. I have heard that they were not used because, after 
you made the announcement of the program, you did not periodically 
review the work in the county and follow up on the program. In 
numerous counties I am told that, if you would get busy and every 
30 or 60 days review what funds are being used by the farmers and 
renew the announcement periodically, you would have plenty of 
takers in the areas where these funds are provided. In fact, I have had 
considerable criticism of the Department’s handling of the ACP 
program in that connection. 

Mr. Pererson. There is a question, Mr. Chairman, as to the extent 
that the Department should push, if I might use that term, the use 
of these materials by farmers. It is a voluntary program. We have 
left that determination primarily to the county ASC committees. 
Now, certainly we have been concerned with that problem. Mr. 
Koger has been in most of the States since he was appointed Adminis- 
trator, working with the committee people and we believe we are 
getting some improvements in the utilization of funds. 

Mr. Wuirten. Do you have regulations whereby the State com- 
mittee can transfer funds from a county where the funds are not used 
to a county where they will be used? 

Mr. Kocer. Yes, sir. 

Mr. Wuirten. To what extent has that been done? 

Mr. Kocer. I think in most States they are making use of it. 

Mr. Wuirten. Now, the other side of this thing is this: I per- 
sonally would prefer to appropriate whatever money we provide here 
rather than interfere with the formula and run the risk that we are 
taking money away from a place where it might be used. 
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It is a bad practice, I think, where you have a formula for distribu- 
tion, to take the money from one State and transfer it to another State. 
I think it is much more sound to let the money lapse. It won’t cost 
the Government any more to appropriate this money directly than it 
would if we allow you to take it out of this existing fund. 

Mr. Prererson. Mr. Chairman, my personal view has been that 
relief measures should be separately identified and kept entirely 
separate as far as it may be done from your ongoing regular conserva- 
tion programs. As you suggest, the cost to the Government would be 
the same in either case whether you appropriate directly and let the 
unused funds lapse or whether you used the lapsed funds and make 
them available. 

Mr. Wuirren. Such a thing might put a premium on letting certain 
funds lapse. I wonder if that isn’t a bad practice. 

Mr. Prrerson. I can only say to you at this time that we have 
worked with the State committee and the county committee people 
as vigorously as we know how, to do two things: to try to get this cost- 
sharing program; to buy conservation; to help farmers provide con- 
servation use of their land. And the other, to get them to use the 
program that was available, and I think that the technical services of 
SCS have been most helpful in working with farmers in the conserva- 
tion use of these funds. 

As you are well aware, some practices still, I think, in effect pay 
farmers for doing what good managers should do anyway. But we 
have attempted to get away from picking up a part of the farmer’s 
cost of doing business, and actually make these funds available for 
conservation practices of the most enduring nature that we could 
provide. 

Mr. Wuirren. I have no complaint from a personal standpoint, 
but I live in an area where we have had water erosion through the 
years. It is a terrific problem in the hill area of my section and in the 
Midsouthern States. From my observation, it is about as serious 
and will be for many years as the wind erosion out in this area. But 
we have put a very tight limit.on the amount of ACP money that can 
go into curing that thing. Yet, many millions of acres are involved 
in it, and if the money for my State is transferred to another State 
under this proposal, and the rates of Federal contribution are greatly 
increased, 1t makes me wonder if we are not heading in the wrong 
direction. 

Mr. Prerrerson. It is my personal view that over a period of time 
the Great Plains program may give us a great experience in providing 
cost sharing to meet total conservation problems on a given farm, or 
ranch, farm by farm, as now distinguished from picking up one prac- 
tice that may or may not contribute toward the total conservation 
problem of that farm. I don’t think we have progressed to that point 
as yet, however. 

Mr. Wuirtren. If we do not recapture this $25 million, is it correct 
that the States might earn that $25 million between now and July 
or is this for the past calendar vear? 

Mr. Kocrer. That is the 1955 program. We are now in the 1956 
program, and in the 1957 program. Our records and reports that 
we have gotten now from all States indicate that all of our funds for 
1956 will be used or have been used. 

Mr. Wuairren. These are funds you carried over from 1955 

Mr. Kocrr. The 1955 program; yes, sir. 


, 
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LAPSE OF REGULAR ACP FUNDS 


Mr. Pererson. As I understand it, these funds would clearly lapse 
if they are not authorized for this purpose. Certainly, we would 
resist suggesting—we would not suggest, in fact—that funds currently 
available for farmers’ use be diverted to this or any other program. 
But these funds, as I understand it, would clearly lapse if they are not 
authorized for use for this purpose. 

Mr. Waurrren. If the 1955 funds would lapse, why is it that they 
are still available and have not lapsed? 

Mr. Rircuin. These funds which were appropriated for the 1955 
program payments can still be used in the purchase of conservation 
materials. 

Mr. Wuitren. Now you get into what I had in mind. We have 
seen some years in which we have had a considerable buildup in ACP 
money, as you point out. Under the basic law, you can use funds to 
buy materials and things of that sort. So actually, if you use this 
for that purpose, they would not lapse, would they? 

Mr. Rircuin. Except as they could be used for just reducing the 
amount that would otherwise have to be appropriated because the 
overall limit on the size of the program is in the authorization of 
$250 million. 

Mr. Peterson. Let me ask Mr. Wheeler, if I may, just how these 
funds work. 

Mr. Wueeter. From time to time by action both in the budget 
and in this committee, funds left over from earlier program years 
have been used to reduce a future appropriation for ACP on the basis 
that with the smaller amount, plus the carryover, there would be 
sufficient to meet the program authorization. ‘This is that same source 
of prior-year balances which eventually would lapse unless applied, 
as you have done from time to time in the past, to reduce the future 
appropriation. 

Mr. Wuairren. When would it lapse? What is the date when it 
would lapse? 

Mr. WuHereter. It lapses for obligation at the end of December of 
the following calendar yea 

Mr. Wuitren. You say it lapses for obligation. But if it is already 
obligated for materials and things of that sort, it then would not lapse? 

Mir. WHeever. That’s right. 

Mr. Wuirren. This committee has seen to it that the funds were 
used from time to time, as you mentioned. In the absence of action 
by the Congress, by investing this money in materials for the ACP 
program, it would not necessarily lapse. 

Mr. Wueever. That’s right. But these balances from the 1955 
program could not be used to increase the level of the 1956 or 1957 
programs since the total size of those programs is limited to $250 
million each. So you are right that the funds have not lapsed for 
expenditure, but the time has passed when these funds can affect 
the magnitude of the program. 


CRITERIA FOR EXPENDING EMERGENCY FUNDS 
Mr. Wuirtren. I have watched this program through the years. 


We never have done as good a job as we would all like in getting these 
funds properly used to get the maximum benefits. 
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You have been running 3 years now; tell us how this money is 
going to be distributed, to what States and counties, and your esti- 
mated percentage of contribution. How is it going to stand in 
relation to the percentage you pay in other States where they, too, 
have problems? 

Mr. Prererson. May I ask Mr. Koger to respond to that? 

Mr. Hunt. The proposed criteria in the language would be used to 
determine whether an area is entitled to come under this program and 
receive some of thefunds. It would be substantially like it has worked 
in 1954, 1955, and 1956. 

Mr. Wuitren. Do you have a copy of that criteria that could go 
into the record here? 

Mr. Hunt. That is the language which is in the record, the points 
which Mr. Peterson de scribed as the criteria. Under that criteria, 
any area which had an emergency which qualified under these four 
points, would receive some additional assistance. - That might be for 
emergency wind erosion work. It might be for restoration of flood- 
damaged lands, or damage caused by hurricanes or any natural dis- 
aster of that kind that met those criteria. 

The cost-sharing rate of assistance has been in the past not to 
exceed about 80 percent of the cost. I think that would still be about 
the way we would operate—50 to 80 percent. 

Mr. Wuirren. Turning to your language, I notice that this is “to 
enable the Secretary to make payments to farmers who carry out 
emergency measures.”” That quite definitely would have reference to 
future actions. 

Now, what is your thought about that language, whether it should 
be modified as to the retroactive feature. 1 realize that if you go 
back to pay a man for something he has already done, you open up 
the possibility of problems there—but what is your thought, Mr. 
Secretary? 

Mr. Pererson. We have considered that problem, Mr. Chairman. 
We recognize that either way it is done some injustice could occur. 
If we make the payments retroactive, the only basis for payment 
that we could use, it seems to me, is the certification from the farmer 
that he had carried out such practices. 

In the case of tillage practices for wind erosion, which have to be 
repeated during the wind season, depending upon intensity of damage, 
there may be no physical way of determining that he has carried out 
practices previously which he would certify and for which he would 
request payment. We could assume, and I believe that would be the 
case, that most farmers are honest and would not make certification 
unless they were entitled to payment. 

Now, the other side of the argument is that we did open up ACP 
in the late summer or early fall of 1956, and that ACP payments were 
available to some degree. I do not personally know whether all of 
the people who carried out wind erosion practices during this past fall 
had ACP funds available to them or not. 

Thus far, so far as 1 know, we have not had wind damage of a degree 
that would require, except in very limited places, wind erosion prac- 
tices. 

We certainly don’t want to treat people unfairly, or unreasonably. 
There are practical problems to making the payments retroactive. 
My own feeling is that had the wind erosion been going on intensively 
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and extensively in the last month or two, we would have to consider 
retroactive payments. 

You will recall that that was done, I think, in 1955 when funds 
were made available. They were made available on a retroactive 
basis. 

Mr. Wuirren. What kind of program do you have going on at the 
present time? What are the types of practices Are you sowing 
lands to grasses? 

Mr. Prererson. In the dry area out there, Mr. Chairman, the seed- 
ing of grasses at the moment is totally unproductive. The moisture 
isn’t there, to start with. 

Mr. Wurirren. That is the point I make. How much conservation 
and wind-erosion control are we going to get? How much of this is 
just relief program? 

As you know, I have had different views on the value we get from 
some of these programs. I believe in the value but sometimes wonder 
whether we are getting it. What are they going to do for the money? 

Mr. Pererson. What actually happens, the farmer goes out on 
the field with a lister or chisel and roughens the surface of the field 
or pits the surface so that the wind, when it blows over it, does not 
start this sand moving in great volume. Actually, there is little or 
no enduring benefit from these practices, but they merely serve to 
hold the land in place during the windy season. 

Mr. Wuirren. Just plow furrows. 

Mr. Perrerson. Plow furrows and roughen the surface. If the wind 
blows with sufficient intensity, in many fields one good windstorm 
can undo all that has been done, and it has to be done over again. 
This is strictly emergency. It does not have enduring value. But 
if some steps are not taken and the land gets level, and the wind 
blows enough, the wind will dig out great furrows and heave the sand 
and carry it for miles. I have seen some of it. I have traveled over 
some of the area. Admittedly, this is strictly an emergency approach; 
it is not one that buys enduring conservation. 

Mr. Wuirren. Well, now, proper handling of that farm would 
require you to furrow it every year. If a man had taken proper 
care of his land, if he had money to do it with regularity, then he 
should do this on his own; is that not so? 

Mr. Prtrerson. Mr. Chairman, my personal observation in the 
heart of the wind area in May of 1955, and a limited view subse- 
quently, leads me to believe that the work which soil-conservation- 
district cooperators were doing, i in carrying out conservation practices 
on their whole farm, makes it possible to farm under these extreme 
conditions and still avoid undue damage to the land. I saw one farm, 
for example—lI recall it very well—in Oklahoma, where the farmer 
had grown wheat and was still growing wheat, where the farmer along- 
side of him was in bad blow condition. Some of it has to do with the 
size of the acreage in fallow, the size in crop, what is done with the 
stubble, how much actual interest the farmer himself has in trying to 
carry out those practices that let him live with these adverse climatic 
conditions. 

So I must say that my own conclusions are that a farmer that takes 
the technical information we have available and applies it completely 
on his farm will achieve a situation where he can live with these ad- 
verse conditions without great damage to the land. And this kind 
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of practice admittedly applies to those circumstances where that has 
not been done. 

Mr. Wuirtten. That is right. Now, if the Federal Government 
comes along and takes care of the farmer who has not done it, don’t 
you invite farmers who have taken these steps not to do so in the future? 

For years in my area we have seeded green cover crops in the fall. 
For a limited period of years ACP payments were made for cover 
crops, fall cover. We concluded that you ought to pay that only 
long enough for the farmer to see the value of it himself. You should 
not let it be an annual Federal contribution to farming operations. 
I am asking you here if we are not getting into the same type of thing? 
You say this is no permanent cure. There will be a situation where, 
if you ever get the Federal Government started doing this on an 
emergency basis, the farmers will expect it and not do it on their own. 
How can we hedge against that and still meet the present emergency? 

Mr. Petrerson. Mr. Chairman, I do not know how you can avoid 
that and still meet the present emergency. 

There is one factor here that I think we need to consider. The 
farmers in this area that we are talking about, particularly the 
Southern Plains, have undergone 4 and 5 and in some cases 6 years of 
drought. Their financial resources are pretty well depleted. 

Mr. Wuirren. I can thoroughly appreciate that. Sometimes, 
because of that kind of thing, we lose sight of handling it so it will do 
the most good. We need to meet the emergency and do it on a sound, 
long-range basis. 

Mr. Prrrerson. That is the sort of thing that motivated us in 
starting the Great Plains program. 

Mr. Wuirren. Is it not something that vour ACP regular program 
should be directed to? If the farmers in that area select the right type 
of program under ACP, then you have a proper way of handling it 
as against having an emergency program here. 

Mr. Prrerson. | must agree with that. I think to accomplish 
that, we would have to revise our authority for ACP to require that 
it be found that the particular practices wanted by a farmer for his 
farm or ranch were an integral part of a total conservation program 
for that farm or ranch. 

Mr. Wuairren. What about the formula for the $20 million that 
vou have in the regular budget for the next fiscal year? 

Mr. Pererson. That is being worked out now, Mr. Chairman and 
gentlemen. The first problem under the Great Plains program is to 
designate the counties and we are working up criteria for the designa- 
tion for those counties. That is being presented to the States involved 
for their consideration so that when we do designate the counties, it 
will be as nearly as can be achieved in agreement between ourselves 
and the Department responsible for the program in the States where 
the program will be run. 

Mr. Wuirren. What contributions by the States, if any, are made in 
connection with this program? 

Mr. Prererson. No contribution is made by the States in connection 
with this program, Mr. Chairman. 

Mr. Scorr. Could I make a comment on your line of questioning 
about what you might do about these people who do not properly 
handle this land? The State of Kansas has a law which permits the 
work to be done at the direction of the county commissioners on land 
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that is not being handled properly, and is blown all over the country, 
to assess the cost of protective practices against the land. One vear 
we made an advance to the State under which they carried out those 
practices and pledged warrants that were part of that transaction; 
and, as the warrants were redeemed, our. fund was reimbursed, | 
think it is an interesting angle on what can be done by State action. 

Mr. Warrren. I am afraid that too many folks in this country 
want to get the farmer on a dole out of the Federal Treasury, that 
would be terrible for farmers because, just when he needed it, the 
Congress probably would not approve it. Itis a bad situation. 

I am wondering if we are not forgetting that we are supposed to get 
returns in improved land conditions and improved agric -ultural 
situations from the soil-bank program and certain other programs 
that we have. We must be on guard all the time that you do not 
spend money on a relief basis and end up with an unimproved situation. 

Mr. Perrerson. I think that is the most important factor in our 
consideration of the effect because of this program. 

Mr. Wuirten. I vield to Mr. Andersen. 



















QUESTION OF DEFERRING FUNDS FOR EMERGENCY TILLAGE AND RESERVE 


Mr. AnprRsEN. | would like to ask one specific question about Mr. 
Peterson’s opening statement at this point. 

As the chairman has brought out, there is no question at all but 
what this subcommittee recognizes that you do have a serious problem 
down there. The question is what to do about it and when. And 
Mr. Peterson, I would like to refer to your statement on page 3 and 
ask why items 2 and 5 should be in there at this time, because they 
refer to work being done late in the summer and the fall, or even in the 
spring—that is, a vear from this coming spring. 

I would prefer personally, Mr. Chairman, that that $5 million, that 
item as expressed there, which has to do with emergency tillage in the 
fall of 1957, and through about March 1958, I would think it would 
be better business for this subcommittee if we would put that into 
our regular bill. 

The same line of reasoning, Mr. Peterson, would apply to item No. 5 
which is $2 million required as reserve for needs before March 1958. 

I am getting a little hesitant about doing anything in a hurry on 
this program unless we know just what we are doing: 

I recognize the emergency of it. Personally, I am willing to let 
you have immediately the additional loan power — you want; that 
has to be applied before we could give you the money under the regular 
channels. But you see my point? I want more time for study and, 
after all, the rain conditions in that area might change a lot in the 
next 2 months, this coming spring. 

My specific question is this: Just what harm would be done, if we 
would set aside $5 million on item 2 and $2 million on item 5 and carry 
that $7 million over with the understanding that we will give it very 
serious consideration in the regular bill? 

Mr. Peterson. Our thought in recommending it in the fashion it 
is included here, Mr. Chairman and gentlemen, arises from the 
experience we have had with these emergencies coming about at the 
time that the Congress is not in session. We have authorization to 
do particular things. We do them. An emergency arises, and the 
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$5 million was included for an anticipated wind condition in the Great 
Plains area, in the fall of 1957, for which we would have no funds to 
pay emergency tillage payments. 

Mr. ANDERSEN. You would have them, Mr. Peterson, in May at 
the time this probably will be reported this year. If we thought the 
situation warranted it, there is no question, in my opinion, knowing 
this subcommittee as I do, but what we would put in that money, 
perhaps a little less, perhaps more, depending on what conditions are 
brought to our attention at that time, as to the possible situation in 
August and September. 

Mr. Peterson. We would certainly be more than willing to give 
you the best estimates we had at such time as you may be close to 
considering this as to what the facts are. 

Mr. ANDERSEN. The Secretary and the Director of the Budget have 
been arguing before the full committee, the Committee on Appropria- 
tions, to the effect that we must do everything we possibly can to 
hold down the budget. I am in full agreement with that. We do 
not want necessary services to suffer. 

[ feel that perhaps here is a point, Mr. Chairman, that we could 
give very serious consideration toward delaying—lI refer to item No. 
2 and item No. 5 which have to do with periods following the enact- 
ment of our regular appropriation bill. And I repeat, we will know 
far more when we mark up in the first part of May or the latter part 
of April as to the conditions in that area. 

Mr. Pererson. I thoroughly agree with that. 

Mr. ANDERSEN. I am perfec ‘tly willing to give you whatever funds 
you need right now to do whatever listing and furrowing of the land 
that might be he ‘Ipful to control this situation. 

Mr. Pererson. There is one additional situation about retroactive 
payments. If we do not have funds to meet those emergencies when 
they occur, then when we come back to the Congress we run up against 
this question of retroactive payments, too. 

ANDERSEN. Eventually it comes from the Government and I 
can depend on Mr. Pope and Mr. Wheeler as to the source of funds. 
I am just referring to the fact that I don’t see the urgency of these 
particular items, and I ask you this question: Just what harm will 
come if we delay items No. 2 and No. 5 from consideration to the 
regular bill? 

Mr. Perrrson. We would certainly be willing to accede to your 
suggestion that we delay consideration of those two items, as late as 
we can in order to place the latest information we can get before the 
committee. We were required to testify on this whole program now, 
which is proper, and we merely present the whole package for your 
consideration. If the committee wishes to delay those two items 
until later for a determination, it is agreeable to us. 

Mr. Wurrren. I think Mr. Andersen’s point has real merit. It is 
not that we wish to delay the work; but it is quite apparent that you 
would not need this money until long after your regular bill becomes 
law. 

Mr. ANpERSEN. Not as to those two items. 

Mr. Wuirren. So it is not delaying the work; it is a case of whether 
to provide the money 6 or 8 or 12 months in advance of need. 

Mr. Pererson. We have no objection to delaying the determina- 
tion on those two items. 
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Mr. ANDERSEN. I would request the subcommittee in that case to 
distinctly state in the report accompanying whatever we decide to do 
in connection with this bill, that it is our intention to continue the 
study of the needs and do everything we can to make the necessary 
money available to meet the problem. 

Mr. Pererson. We will certainly provide the committee with our 
best judgment of the conditions at the latest time it is feasible to 
consider those items. 

Mr. AnpERSEN. One further comment. I presume the bulk of this 
$14 million or so will be utilized in repaying the farmers for listing 
and making uneven the surface of their land in some way. 

Mr. Perrerson. Almost entirely all of it, Mr. Andersen. We have 
asked the counties to give us their best estimate of the condition of 
the land, the volume of the land, and where they think the payments 
would need to be made and the extent of payments. From those 
county reports we have compiled this recommendation. 

Mr. ANDERSEN. That is about the only immediate thing that you 
see that the farmers can do today to help out the situation, is it not? 

Mr. Peterson. The only immediate thing that we see, Mr. Chair- 
man, and Mr. Andersen. I do think that the soil conservation district 
program has certainly more enduring benefits in it than this particular 
program, but there is an emergency and we know of no other way to 
deal with it at the present time. 

Mr. AnpersEeN. Thank you, Mr. Chairman. 


RELATIONSHIP WITH SOIL-BANK PROGRAM 


Mr. WHITTEN, How have you worked this into your soil-bank 
program? 

Mr. Prererson. These payments would be available os ~ land 
to which these conditions apply, Mr. Chairman, whether it was in 
or out of the soil- bank program. 

Mr. Wuirren. Have you tried to use the soil-bank program to help 
with this? We have investigators in the field now trying to find out 
what has happened under the soil bank. One of the questions that 
we have given our people to look into is whether there is any require- 
ment that the owner keep the land roughed off so it will not blow away. 

Mr. Prererson. I am not fully familiar with all of the soil-bank 
requirements, Mr. Chairman. It is my understanding that the 
soil-bank regulations do not now require that the people who partici- 
pate and place acreage in reserve take care of the condition of those 
lands. 

Mr. Wuirten. It is your understanding that it is not now required? 

Mr. Peterson. That is correct, not under the acreage reserve. 

Mr. Kogesr. I would like to add that participation in the con- 
servation reserve phase of the soil bank is very heavy, especially in 
New Mexico and Texas. That part of the program does require a 
cover to be gotten on the land. 

Mr. Perrerson. In the conservation reserve? 

Mr. Kocer. After the cover is gotten there, that should eliminate 
the blow problem. 

Mr. Warrten. Mr. Marshall? 
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PROVISIONS IN REGULAR ACP PROGRAM FOR WIND EROSION AND SO FORTH 


Mr. Marsa. Mr. Peterson, approximately $3 million is esti- 
mated to be required for other wind erosion control emergency 
measures such as leaving stubble emergency cover, carried out in the 
summer of 1957? Do you have in ACP a similar provision? 

Mr. Peterson. There is a similar provision in ACP. 

Mr. MarsHatu. Would you put the wording of that provision in 
the record at this point? 

Mr. Pererson. Yes, sir. 

(The statement referred to is as follows:) 


The following conservation practices in the regular agricultural conservation 
program for 1957 provide cost-sharing assistance on measures which will accom- 
plish emergency wind erosion control benefits. The applicable practices and the 
provisions relating to them as contained in the 1957 Agricultural Conservation 
Program National Bulletin (21 F. R. 5034) are: 

A-6. Initial establishment of field stripcropping to protect soil from wind or water 
erosion.—The crop stubble or crop residue must be left standing over winter, or a 
winter cover crop established, or necessary protective tillage operations carried 
out, on acreage devoted to row crops. 

D-1. Establishment of vegetative cover for winter protection from erosion.—A good 
stand and good growth must be obtained in sufficient time to protect the area in 
the fall and winter of 1956 or 1957, and must be maintained on the land to a date 
specified in the county program. Pasturing consistent with good management 
may be permitted, but none of the growth may be harvested for hay or seed, 
except that the State committee may authorize the harvesting of the growth for 
hay or silage in areas where it determines that a serious shortage of hay or silage 
exists due to adverse weather conditions and the growth harvested is needed for 
use on farms in the area. Volunteer stands will not qualify for cost sharing. 
The Federal cost-share for this practice shall not be in excess of 50 percent of the 
average cost of seed and fertilizer. The quantity of fertilizer, if any, on which 
costs are shared shall be only that quantity needed for successful establishment 
of the cover crop. 

D-2. Establishment of vegetative cover for summer protection from erosion.—A good 
stand and good growth must be obtained and left on the land or turned under. 
Pasturing consistent with good management may be permitted, but none of the 
growth may be harvested for hay or seed, except that the State committee may 
authorize the harvesting of the growth for hay or silage in areas where it deter- 
mines that a serious shortage of hay or silage exists due to adverse weather con- 
ditions and the growth harvested is needed for use on farms in the area. Volun- 
teer stands will not qualify for cost-sharing. The Federal cost-share for this 
practice shall not be in excess of 50 percent of the average cost of seed and fertilizer. 
The qnantity of fertilizer, if any, on which costs are shared shall be only that 
quantity needed for successful establishment of the cover crop. 

k-—1. Stubble mulching to improve soil permeability and to protect soil from wind 
and water erosion. ‘Tillage operations must be such as to leave sufficient crop or 
weed residue on the surface or mixed in the upper part of the soil to provide pro- 
tection against wind and water erosion. 


PAYMENTS ON RECURRING PRACTICES 


Mr. Marsnautu. Is it your feeling that the Federal Government 
should not be making payment on recurring practices ? 

Mr. Pererson. On recurring practices ¢ 

Mr. Marsnaru. Cost-sharing payments. 

Mr. Prrerson. Not altogether, Mr. Marshall. There are some re- 
curring practices that I believe are at least as beneficial and perhaps 
more beneficial to the purpose of conservation than they are to the 
farmer who carries them out. 

As a general rule, I would say, yes, we should not be making pay- 
ments on recurring practices, and we have attempted to shift the em- 
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phasis on the whole ACP program to get the payments on to the more 
enduring practices. 

Mr. Marsuauyu. I would make one comment: I am glad that you 
made that statement as you did, Mr, Peterson. In my estimation, if 
you did not recognize the Federal responsibility of making any pay- 
ments on recurring practices, it would be a pretty costly national 
problem as far as conservation is concerned. 

Mr. Pererson. Our objective is the conservation treatment of the 
land and the handling of the land within its capabilities for use, Mr. 
Marshall. If recurring practice payments can, at any time in our 
history help achieve the conservation use of land, then I think that the 

national interest is served by making them, but as a general principle 
I should say that as for the recurring practices which are of a manage- 
ment type which the farmer has to do to stay in business at all, we 
should not be making payments on them. 


GOVERNMENT’S RESPONSIBILITIES UNDER ACP PROGRAM 


Mr. Marsnaty. Last week a picture appeared in the Evening Star 
in Washington, which came from the Department of Agriculture ‘point- 
ing the erosion problem here along the Potomac River. You may 
have seen the particular picture T am talking about. It showed a 
very badly eroded slope. When you have a situation existing such as 
that, where does the responsibility of the Department cease? You 
have been carrying out informational program as such to cover that 
sort of thing; the Congress has been appropriating funds for a num- 
ber of programs, ACP, for that sort of thing. 

Mr. Prrerson. Yes, you have. I realize that the use of ACP 
practices is not mandatory. The use of technical assistance from the 
Soil Conservation Service is not mandatory. We cannot in my judg- 
ment, get advancement of conservation as I am sure all of us have 
it and understand it, unless there is understanding on the part of the 
landowner that conservation is necessary in his own interest. 

Now, we recognize that there is a national interest as well, and 
that is the justification, it seems to me, for the expenditure of public 
money for conservation practices and conservation purposes. The 
extent to which it is in the national interest and the whole population 
depends on the raw material productive capacity of our entire land 
surface. But no farmer today is compelled, if he owns land, to handle 
it in any special way, other than where there are local zoning ordi- 
nances as there are in some parts of the Great Plains area, that he 
handle it in any particular manner. As long as these programs are 
discretionary, and I strongly support the discretionary character of 
them, the situation to which you refer cannot be overcome until the 
man who owns that land sees that it is in his interest to overcome it. 
Then he may use such public benefits as are available. 

Mr. Marsnauyt. I may have misunderstood a comment that you 
made a moment ago in response to questioning of the chairman where 
I understood you to say that in the selection of these cost-sharing 
practices, and that you have pretty much left that to the determination 
of the local committee. Is that correct ? 

Mr. Pererson. The National ACPS, together with the Forest 
Service, Soil Conservation Service, Commodity Stabilization Service, 
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as you know, prepare a national handbook from recommendations 
that come up from the States. When the national handbook for ACP 
practices is prepared, the States then prepare a State handbook within 
the national framework. The counties may or may not use all of the 
practices that are available to them under the terms of the State 
handbook and the county makes the determination as to which ones 
they are going to make available to their own farm people. 

In most instances the rate of cost-share within the maximum is pro- 
vided, so it is a matter for local determination. It is voluntary on the 
part of the farmer whether he uses it or not. 

Mr. Marsuatu. I understand that, Mr. Peterson. What I am in- 
terested in is this: Does the Department feel that it has fulfilled its 
responsibilities when they have given this to the county committee 
and told them to select the practices and drop it there ? 

Mr. Perrerson. In addition to that, of course, all the informatory 
arm of the Department and the land-grant colleges is working con- 
stantly to create in the minds of farm people an understanding of 
what conservation is and how it might be used in their best interest. 

There are many actions which the Department is taking in that 
direction. 


NEED TO ADJUST REGULAR ACP PROGRAM TO MEET EMERGENCIES 


Mr. Wurrren. Would the gentlemen yield to me at that point? 
Listening to the line of questioning makes me wonder if this com- 
mittee shouldn’t meet this present emergency with a special appropyria- 
tion. I wonder if we should not identify it as an emergency pro- 
gram. Then, as soon as this emergency is met, we should expect you 


people to handle it through the ACP. That is what the rest of the 
country does. 

I think we should work this back into the regular programs as 
soon as present conditions level off a little bit. It strikes me we should 
indicate that, hereafter, this committee is not going to look with 
favor on a special provision for special areas unless they meet their 
problems as much as they can through the regular programs, which 
is what all the other States do. 

Mr. Pererson. I generally am in accord with that, Mr. Chairman. 
This is an emergency program, purely and simply. As I said to you 
earlier, it is not buying enduring conservation on the land. It is merely 
an emergency to try to keep the land in place until the moisture con- 
ditions are such that the regular practices can come in. 

Mr. Wurirren. I can realize the situation has gotten so bad that it is 
an emergency now. But in the future they should fit it into the 
ACP where they can handle it themselves. 

Mr. Pererson. I think that the more enduring practices are needed— 
the getting of cover on the land, the management of the land, so 
that when the dry period does come, you have got there something 
to hold it in place. That is our basic objective. 


FUNDS AVAILABLE AND UNUSED IN 1954-56 


Mr. Wurrren. Could we have in the record a list of States involved 
in this problem, what use they have made of the ACP programs, 
and what lapsed funds they have had for 1954, 1955, 1956? 

Mr. Pererson. Yes sir. 
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(The following information was subsequently supplied :) 


Amount of regular agricultural conservation program funds available and amount 
of funds unused, in States designated as eligible for use of supplementary wind- 
erosion control funds ! 

{In thousands of dollars} 



























1954 | 1955 1956 
State 
Funds | Amount} Funds | Amount] Funds | Amount 
avail- unused avail- unused avail- | unused 
able able able 
caer ras is ilies co, | 
VERE S TS ae eae eae s-ne-| $2, 562 $188 | $3, 516 $30 | $3,482 0 
NS a aca ELON TERE 5, 157 590 | 6, 946 802 6, 899 0 
MEMPMEEND ASS os dosiiccl oe | 4,944] 1,288] 6,692 2, 144 6, 824 | 0 
OE i aS oe oak, i | 246 1, 943 108 1, 929 0 
RN oe hat uence arent aan 5, 912 | 1, 107 7, 985 1, 865 8,011 0 
1 Teeny oes ‘ditches | 15,069 | 5 20, 693 | 309 20, 743 0 
I es liccnnsaween siciebdeeidanaae 1, 552 | 103 2,151 | 72 | 2, 169 0 
a gs ty a ee tee 
OR ii Se cery cnn on | 36,608 3, 527 49, 926 5, 830 50, 057 0 
| 
















1 Data represents State totals and is not limited to the designated areas within the State. 





Mr. Marsuatt. I think that the chairman is getting to be somewhat 
of a mind reader. I might add to supplement that, that as a matter 
of making these emergency payments, I would be much happier in 
making the emergency payment if I knew that the Department had 
fulfilled its obligation under the ACP and other soil conservation 
practices in the first instance. 

Mr. Pererson. We have certainly tried to fulfill it, Mr. Chairman. 
It is a matter of judgment, Mr. Marshall, as to whether we have or 
whether we have not. 


QUESTION OF DEFERRING FUNDS UNTIL REGULAR AGRICULTURE BILL 


Mr. MarsHuarni. Now, in talking with Mr. Andersen a moment ago 
about the practices listed, it is 2 and 5, what difference is there in the 
line of questioning that he followed with item 3? That also has to 
be carried out in the fall or late summer of 1957. Is that in any dif- 
ferent category than item 2 and item 5 on page 3? 

Mr. Anpersen. Mr. Marshall, 1 might say this: Item 3 does refer 
to the summer of 1957 and that might be as early as May or June down 
in that area and that is the sole reason that I had for separating item 
3 from 2 and 5. ‘Two and five refer to later in the year and the follow- 
ing spring, if you will notice. 

Mr. Prrerson. As to item 3, if moisture is available in sufficient 
quantities on any part of that area, farmers could and should plant 
sweet sorghums or other vegetative plants that will make a cover 
on the land and leave that cover there in order to protect the land. 

I think 3 is in a different category from 2 and 5 because the planting 
period for sweet sorghums could come as early as May, could it not ¢ 

Mr. Rircute. Or a little later. We would have to have some plan 
several weeks in advance of moving in with a program of getting the 
planting. 

Mr. Marswaru. It isn’t your feeling that the payments would be 
made, but more the feeling, as I understand it, that you would need 
some advance information that they could do this. Is that correct ? 
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Mr. Pererson. Payments would not be made until the plantings 
had been made but in order to induce the plantings where it is pos- 
sible to make them purely for cover purposes, you have to be in posi- 
tion to announce the program some little time in advance of the 
planting season. 

Mr. MarsHa.u. I am just a little vague on that one since I do not 
know exactly how your practice in the regular ACP reads. As I 
understand it, you would feel that your regular practice in ACP would 
not provide for you enough leeway ? 

Mr. Pererson. No, the regular ACP program, Mr. Marshall, with 
the distribution of funds under the formula that we are now using 
would not result in sufficient funds going into these States to carry 
out the emergency program in the m: agnitude that actually exists. It 
is true that as to item 3 the regular ACP program does have appli- 

cability and duplicates it but the magnitude of the problem is so large 
in this area that the regular ACP funds available under the formula 
for distribution would not meet that problem that does exist. 

Mr. Natcner. Mr. Peterson, according to the justifications, it seems 
that nearly 2 million acres of land in the Great Plains have already 
been damaged by wind erosion and some 29 million acres are in con- 
dition to blow. As I understand this, it is an emergency program. 
What distinction, if any, would be made in the amount of payments 
to farmers on a 2 million acre area and on the 29 million acres? In 
addition to that, would there be any difference in the emergency tillage 
measures that are to be used ¢ 

Mr. Pererson. There would be no difference in the measures that 
are used, to answer the latter part of your question first. As I said 
earlier, the ACP program, the regular program was opened up in 
early summer and fall of 1956. To the extent that farmers have 
participated in the ACP ae for this emergency tillage practice, 
they have received payment. I do not believe ‘all of them have, but 
to the extent that the funds were available and they requested funds, 
they have participated. The rates of cost-share would be the same 
both for 2 million and the 29 million. 

Mr. Narcuer. That is all, Mr. Chairman. 


PARTICIPATION IN CONSERVATION RESERVE PROGRAM OF THE SOIL BANK ACT 


Mr. AnperseNn. One further point, please, Mr. Chairman. On this 
particular area, I have noticed that the conservation reserve program 
of the Soil Bank Act has been very well signed up in Southwestern 
United States, has it not ? 

Mr. Pererson. That is my understanding, sir. 

Mr. ANpERSEN. New Mexico, and States such as that. That is right 
in this area, is it not, Mr. Peterson ? 

Mr. Pererson. Yes, sir; it is. 

Mr. AnpersEN. That indicates to me that the farmers down there 
have seized upon the conservation reserve section of the Soil Bank 
Act as somewhat of an emergency measure to help tide them over 
because had it not been for the bad crop prospects, they would not, 
the bulk of them, have entered into contracts with the Federal 
Government to put that acreage into the conservation reserve on from 
3 to 5 years’ basis, would they ? 
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Mr. Prrerson. I think that is a reasonable assumption and it is a 
strong assumption, at least. I would assume, and it is only an assump- 
tion, that a farmer in contemplating entering the soil bank would look 
at, what he thinks he could make, by putting his land in crops against 
what he knows he can get in putting it into the soil bank. 

Mr. Anpersen. [ am “not critizing his line of thinking. I am think- 
ing that is one benefit we have obtained from this drought down in 
that ar ea, that it has convinced a lot of farmers to go into the con- 
servation-reserve portion of the Soil Bank Act. 

Now, I know up in my area, in Iowa and Minnesota and the Dakotas 
and Nebraska, practically no ) Signup has been made to date in that par- 
ticular section of the soil bank. For what reason? Because, just like 
you say, they can look forward and they can see—well, there is nothing 
in it for me to take $8 an acre to put land under contract for 3 years 
when prospects look very good for me getting at least $15 net out of 
the same land in any crop T care to put ‘it in at this time. 

Mr. Pererson. That is just a business judgment that the farmer ap- 
plies, I must say. 

Mr. AnperseNn. That leads me to my further line of thinking. If 
we could just hethe back a lot of that area, in that region, into a per- 
manent grassland basis, I think it would be a wonderful thing for the 
country. <A lot of that land should never have been farmed in 1 the first 
place—broken up. 

Mr. Pererson. I was impressed the other day at a meeting in Denver 
of soil-conservation districts of the 10 Plains States with Mr. Williams 
and myself on the implementation of the Great Plains program. It 
seems to me that there is a growing consciousness, particularly in that 
Southwest area, of conservation, what its purpose is, what it means to 
the stability of farming operations in the region. As you travel 
through Oklahoma and parts of Texas and into . New Mexico, up into 
Colorado, western part of Kansas, Nebraska, you find the farmers who 
have taken hold of this conservation concept and used the technical 
services available to them have a managing to get along and protect 
their land in pretty good shape. I do not mean in a financial sense 
necessarily. I mean in a physical sense of caring for their land and 
getting some production from it. 

I cannot help but be impressed by the enthusiasm that the soil 
conservation district people have in that area for the conservation 
program. I think it 1s reflected by the fact that the State of Okla- 
homa, particularly, is putting substantial State moneys, and it is 
gradually increasing into conservation work, and I think that is to 
be encouraged, | think it is to the good that we are trying to en- 
courage it. 

Mr. ANDERSEN. 





That is all, Mr. Chairman. 













ALLOCATION OF RESPONSIBILITIES UNDER CONSERVATION PROGRAMS 








Mr. Horan. I would like to know, in the interest of avoiding dupli- 
cation of services and thereby some possibility of a waste of money, 
how you are going about allocating responsibilities and the amount 
in the regular bill, which amounts to over a billion and a half dollars 
for various types of water conser vation and soil practices and all 
that. I notice $73 million for conservation practices, $26 million for 
watershed protection, $20 million for the Great Plains, $250 million 
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for ACP, one-third million for water conservation and utilization 
projects, and $1,254 million for the soil bank. 

Mr. Perrrrson. The responsibility under the several programs 
involving conservation, which the Department is responsible for op- 
erating, is placed in the agencies of the Department. Responsibility, 
as you know, rests in the Administrator. The general program pro- 
cedures are reviewed in the Secretary’s Office from time to time, and 
the placement of responsibility will vary a good deal, depending on the 
type of program. 

As I mentioned earlier, with respect to ACP, which is a program 
that the farmer either takes or leaves alone as he chooses, we have 
deliberately tried to make the maximum determinations down at 
the county level, and the reason for that is because of the tremendous 
variation in the physical characteristics of the country, the difference 
in farming pattern, the difference in actual needs at the local level. 

Mr. Horan. That is all, Mr. Chairman. 


ADVANCES FROM PRESIDENT’S DISASTER RELIEF FUND 


Mr. Wuirren. I notice this request includes a restoration of ad- 
rances from the President’s disaster relief fund. What was that ad- 
vanced for and what were the dates? I understand that is money you 
have already expended; is that correct ? 

Mr. Pererson. Do either of you gentlemen want to give the details 
on that? 

Mr. Rircuie. There were two problems which brought about the 
need for advances from the President’s disaster fund. As you know, 
there was a severe flood on the west coast last year. To the extent 
that we could, we dealt with land-restoration measures under the bal- 
ance remaining of the funds which had already been provided for 
1954, 1955, and 1956 emergency practices. We had to get a grant of 
$800.000 to enable us to continue that work in California and Oregon 
and bring it to completion. 

In addition, there was a severe hurricane which struck Puerto Rico 
and did great damage to the protective features of their coffee planta- 
tions, and the cotfee trees and shade trees. An advance was made 
from the President’s disaster relief fund of $1,100,000 with which to 
deal with restoring that land by clearing debris and getting it back 
into productive use. 

Now, we think the balances which accumulate inevitably—when we 
put out approvals for these practices, some farmers do not carry them 
out—will enable us to meet those two advances with the million dol- 
lars of extra funds. 

Mr. Wuirrten. I would like for the record to show how this money 
from the President’s fund was expended. Also, please insert a table 
showing by States the use of the $20,000,000 provided to date. 

Mr. Pererson. May we present a statement to show that in detail ? 

Mr. Wuirren. Yes, sir. 

Mr. Prrerson. In connection with the Puerto Rico expenditure, 
the Commonwealth of Puerto Rico expended out of Commonwealth’s 
funds roughly two-thirds of the total requirements. 

Mr. Wuirtten. We will be glad to have the facts in the record. 

(The information requested is as follows :) 
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Unitep StaTES DEPARTMENT OF AGRICULTURE, AGRICULTURAL CONSERVATION 
PROGRAM SERVICE 


Estimated obligations incurred under the $20 million appropriation provided for 
emergency measures 


wtindlaie ‘ - jacitcneenittigialisatie . ’ | " 
1956 program 


Total esti- 


mated 
| 


obligations 
1954-56 





Emergency wind erosion control: 
Colorado = b ° $2, 268, 449 $2, 441, 013 $1, 048, 000 | $5, 7! 
So ie ‘ ‘ —_ ieteaitos 1, 268, 940 635, 390 982, 000 | 2, 
Nebraska - - ---- doudbba > 91,814 207, 899 50, 000 
New Mexico. ---- rn 838, 000 | 470. 000 | 396, 000 , 000 
Oklahoma...----- ee ead aie 417, 065 349, 289 216, 000 O82, 354 
Texas + Paleiee : , 787, 000 1, 250, 003 1, 903, 000 ; 003 
W yoming- ----- ae keith rte ead 80,000 | , 9, 000 000 


Rete Sc juni. : ; ‘ 7, 671, 268 5, 433, 594 4, 604, 000 | 7, 708, 862 

Hurricane damage restoration: 
Connecticut .___..- : : 17, 254 | 132, 746 | 000 
Massachusetts ite Sie 770 49, 230 | 50, 000 
New Jersey ; aint ‘ s . ; 3, 096 2, 096 
New York = : .| 327 158, 000 158, 327 
North Carolina = ; ‘ ahaa 300, 000 | 000 
Pennsylvania- - -- ; | 2, 000 13, 024 024 


Total 4 ; ‘ soe ied 20, 351 656, 096 i768, 447 
Flood damage restoration: 
California . ‘ | 1, 000, 000 l 000 
Nevada_- ‘ . 172, 500 172, 500 
Oregon.---- . 4 . ‘ 397, 000 397, 000 
Total 1, 569, 500 


Total, all emergency programs 7, 671, 268 5, 453, 945 | 6, 829, 596 
Obligated for reimbursement of the President’s 
disaster fund ---- a ght’ odd Ridds eesi 45, 191 


Total available_-_- Swaseaeen 7, 671, 268 5, 453, 945 | 6, 874, 787 20, 000, 00 


Distribution to States of funds from the President’s disaster fund 


Flood damage restoration : Allocation 
California Nas oat Bee cmcptaimaten Ge uoo 
Oregon«:......... z ‘ weiki pai uies : ; 400, OOO 


Total : ss fy is ate Li _# 7 4! : 600, 000 


Hurricane damage restoration: 
Massachusetts____..______-_. E _ 
Peet Aaeren oe Sind Sowa ap a tae ec See 100, 000 
Puerto Rico____- re ee _ Sig eae 000 


1, 278, 000 


Grand total______ - matte eee ‘ ae fot le 1, 878, 000 
Available for allocation__-_ 2b : } 22, 000 


SOO VIII icc hs iibng swipe tannekcesios Ri a Sal _ 1, 900, 000 


In the summer and fall of 1955 two severe hurricanes (Diane and Connie) and 
associated torrential rains caused extreme damage to farmlands in several east- 
ern seaboard States, which created new conservation problems in a substantial 
part of the affected area. These hurricanes and rains and the resulting floods 
left much of the land in extremely critical condition. In some areas farmland 
was inundated by salt water which left it in a saline condition. A considerable 
amount of siltation and deposits of debris, rock, gravel, sand, ete., occurred. In 
Some cases extensive washing and erosion took place, which created a severe 
threat to other lands. 
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During the winter of 1955-56 unprecedented rains caused disastrous floods in 
certain parts of California, Nevada, and Oregon. Considerable damage was 
caused to farmlands, which was similar in nature to the damage to farmlands 
in several eastern seaboard States from the hurricanes and floods in the summer 
and fall of 1955. 

Funds were made available for rehabilitation and restoration work in these 
two areas on the basis of emergency authorizations by the Congress in 1955 and 
1956. When these funds were exhausted it was found that additional funds 
were urgently needed for these purposes in Oregon, California, Massachusetts, 
and North Carolina. Such funds in the amount of $800,000 were advanced from 
the President’s disaster relief fund (Public Law 875, 8ist Cong.). 

The hurricane (Betsy) of August 12, 1956, struck the coffee plantation area 
on the steep mountain slopes of Puerto Rico and severely damaged the coffee trees 
and the shade trees which provide cover for the coffee trees. The coffee and 
shade trees (which constitute the principal cover on those steep slopes) were 
blown down or the trees shaken so that the root systems were damaged, and the 
area littered with debris in an aggregate extent of about 50,000 acres, or almost 
a third of the coffee producing area. Less severe damage occurred on about 
70,000 additional acres. 

Without public assistance for clearing away debris and rehabilitating damaged 
coffee and shade trees, the broken and damaged trees would have been burned by 
the farmers to produce charcoal for sale. Restoration of the tree cover on these 
slopes (average slope of over 40 percent) was essential to prevent extreme land 
erosion and siltation of reservoirs used for domestic, industrial, and irrigation 
water collection and storage. 

The Commonwealth government, in a cooperative survey with Federal agencies, 
estimated that the damage on the coffee land amounted to $7 million and that 
the sum of $3,300,000 was urgently needed to undertake restoration work at once 
so as to avoid the consequences indicated above. Of this amount the Common- 
wealth government contributed over $2,200,000. The sum of $1,100,000 was 
advanced from the President’s disaster relief fund (Public Law 875, 81ist Cong.) 
since other funds were not available for the purpose. 


Mr. Wuirren. We thank you gentlemen for your information on 


this item in your present request. 


- 


Monpbay, JaNcary 28, 1957. 
FARMERS’ HOME ADMINISTRATION 
Disaster Loan Revontvinc Funp 


WITNESSES 
KENNETH L. SCOTT, DIRECTOR, AGRICULTURAL CREDIT SERVICES 
KERMIT HANSEN, ADMINISTRATOR, FHA 
HENRY C. SMITH, DEPUTY ADMINISTRATOR, FHA 
CHARLES C. BARNARD, DIRECTOR, BUDGET AND STATISTICS DIVI- 
SION, FHA 
JOSEPH C. WHEELER, DIRECTOR OF FINANCE AND BUDGET OFFI- 
CER, USDA 


Mr. Wurrren. We turn now to the Farmers’ Home Administration. 

Gentlemen, you are asking for approximately $25 million for emer- 
gency feed assistance in disaster areas. This item may be found also 
in House Document 48, which reads as follows: 
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FARMERS’ HOME ADMINISTRATION 
“DISASTER LOAN REVOLVING FUND 


“Not to exceed $25,000,000 of the Disaster Loan Revolwing Fund established 
under the Act of April 6,1949, as amended (12 U. 8. C. 1148a-—1 to 1148a-3) , may be 
used for emergency feed and seed assistance under section 2 (da) of said Act in 
addition to, and under the same conditions as, the amount made available under 
this head in the Third Supplemental Appropriation Act, 1954 (68 Stat. 81, 88).” 

The extensive need for feed, hay, and roughage assistance to farmers and 
ranchers in the drought areas of the United States has exhausted the present 
limitation on the amount which may be used for this purpose and necessitated an 
advance of funds from the President’s disaster relief fund. The authority now 
requested will be used to reimburse the President’s disaster relief fund, continue 
the assistance during the current drought emergency, and provide funds for fu- 
ture emergency needs. 

“LOAN AUTHORIZATIONS 


“For an additional amount for loans under title I and section 48 of title IV 
of the Bankhead-Jones Farm Tenant Act, as amended, $26,000,000: Provided, 
That not to exceed the foregoing amount shall be borrowed from the Secretary 
of the Treasury in accordance with the provisions set forth under this head in 
the Department of Agriculture Appropriation Act, 1952.” 

This proposed supplemental authorization is necessary because of the increased 
demand for loans to refinance farm debts as authorized by legislation enacted 
last year and to meet the needs of farmers suffering from continued drought 
and other economic disasters. 


JUSTIFICATION DATA 


May I ask that pages 1, 2, and 3 of the justification be included in 
the record at this point ? 
(The pages referred to are as follows :) 


PURPOSE AND NEED FOR SUPPLEMENTAL FUNDS 


At the time an additional appropriation of $130 million was made to the dis- 
aster loan revolving fund by Public Law 175, approved July 31, 1953, a limita- 
tion of $40 million was established as the maximum amount of the revolving 
fund that could be used for emergency feed and seed assistance under section 
2 (d) of Public Law 38, as amended. This limitation was increased to $50 
million by provisions of the Third Supplemental Appropriation Act, 1954 (Public 
Law 357, approved May 11, 1954). The entire $50 million limitation has been 
allocated, thus requiring the added authority in order to continue in the fiscal 
year 1957 to provide emergency feed and seed assistance to farmers suffering 
major disasters. 

The various purposes for which the funds have been obligated, including 
estimated obligations for 1957 are as follows: 

Emergency feed assistance.—During 1954 obligations were incurred against 
the disaster loan revolving fund for emergency feed assistance by reimburse- 
ment to the Commodity Credit Corporation for surplus stocks owned by the 
Corporation. During 1955, 1956, and 1957 the cost of the feed advanced to 
farmers is borne by the Commodity Credit Corporation. During the latter 3 
years, only the administrative expense cost is chargeable to the disaster loan 
revolving fund. 

Drought relief hay and roughage program.—During fiscal years 1954, 1955, 
and 1956 assistance was given in furnishing hay to eligible farmers through 
agreements with drought disaster States. Under these agreements, the Govern- 
ment contributed one-half the cost of transportation, not to exceed $10 per ton, 
and the State assumed responsibility for purchase and distribution. During 
fiscal year 1957 agreements have been entered into with States providing assist- 
ance in the purchase of hay and roughage by individual farmers. The Farmers’ 
Home Administration’s county committees approve the application for assistance 
and the county offices issue certificates based on these approvals. The certificates 
have a value of $7.50 per ton and are used as part payment on purchases of hay 
and roughage. 
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Administrative expenses.—Administrative expenses have been incurred by the 
Commodity Stabilization Service, the Agricultural Stabilization and Conserva- 
tion Committees, and the Farmers’ Home Administration. The major portion of 
the Farmers’ Home Administration’s expenses chargeable to the revolving fund 
has been for county committee expenses. 

Cumulative obligations through June 30, 1956, and estimated for 1957 for the 
three items above are as follows: 


LE Ai BRIER A eee fe PU ge oo ae ee 
Hay and prc assisté SO a er oo 3 ties Pot) fe *17, 242, 707 


Administrative expenses: 
Commodity Stabilization Service and Agricultural Stabiliza- 


tion and Conservation Committees__.._._________ eenyer bei 3, 453, 883 
Farmers’ Home ‘Adnitiistratien. |. 2 : 1, 403, 410 
POCA ince jw npeein inensine nn denen. she k| ceacotekh sl sane 50, 000, 000 


+ These amounts include $254,417 in accounts receivable representing 


, . : claims against 
States for adjustments in transportation costs. 


It has been necessary to place specific limitations on the amount of hay and 
roughage assistance that can be rendered in fiscal year 1957 from funds avail- 
able within the disaster loan revolving fund. An allocation of $8 million has 
been secured from the President’s disaster relief fund to supplement the amount 
of $9,500,000 funds available within the disaster loan revolving fund to cover 
contracts with States. 

Upon approval of the added authority under the disaster loan revolving fund, 
reimbursement will be made to the President’s disaster relief fund in the full 
amount of any allocations received from that fund. 

The prolonged drought conditions in many States have created an unusually 
heavy burden on the disaster loan revolving fund. The assistance being ren- 
dered, however, is very essential to permit farmers and ranchers to continue 
their operations. While it is not anticipated that the entire $25 million authority 
will be needed in 1957, a continuation of the drought conditions or other types 
of disasters makes it necessary that funds be available to render emergency 
assistance in future years. 

Estimated obligations to be incurred in fiscal year 1957 and chargeable to the 
added $25 million authority, total $10 million, all of which would be for addi- 
tional hay and roughage assistance to farmers and stockmen. This would leave 
a balance of $15 million for assistance in 1958 and future years. 

The emergency, special livestock and fur loan programs, conducted by the 
Farmers’ Home Administration, are the only other activities financed from the 
disaster loan revolving fund. Current estimates of loans and repayments dur- 
ing 1957 and 1958 indicate that there will be ample funds in the disaster loan 
revolving fund to continue the loan programs and provide the additional $25 
million for feed and seed assistance. Based on current estimates, and exclu- 
sive of obligations to be incurred from the added funds proposed for feed and 
seed assistance, there will be an unobligated balance within the total disaster 
loan revolving fund of about $46,277,000 on June 30, 1957, and about $64,833,000 
on June 30, 1958. 


Mr. Wuuirren. We are pleased to have Mr. Hansen with us. He is 
the new Administrator of Farmers’ Home Administration. We are 
glad to have you, Mr. Hansen. 

Mr. Scorr. Mr. Chairman, I would like to refer back to what Mr. 
Marshall said: You are getting to be a real mindreader. 

I was going to say that I am very happy to have Mr. Hansen here 
this morning. I wish Mr. Dunn were here, also. They are two new 
top additions to the top staff. 

Weare pleased with this top staff. They are men who have splendid 
background and have the best interests of this whole FHA program 
at heart and are doing a splendid job of administration. 
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OPERATION AND CURRENT STATUS OF EMERGENCY FEED PROGRAM 


The first item here, as you point out, Mr. Chairman, is this proposal 
to use an additional $25 million of the disaster loan revolving fund for 
emergency feed and seed assistance to farmers and ranchers. 

Section 2(d) of the act of April 6, 1949, provides for emergency 
assistance in furnishing feed and seed to establish farmers, ranchers, 
or stockmen in connection with any major disaster determined by the 
President to warrant assistance under Public Law 875. This pro- 
vision was enacted into law on July 14, 1953. At about the same time 
the Congress by joint resolution appropriated an additional $13 
million to the disaster loan revolving fund and provided that not to 
exceed $40 million could be utilized for emergency feed and seed 
assistance. This limitation was increased from $40 million to $50 
million in the Third Supplemental Appropriation Act of 1954. The 
current proposal would make $25 million available for emergency 
feed and seed assistance in addition to the amount of $50 million 
previously made available. 

On June 30, 1956, there was a balance of about $11,801,000 remain- 
ing within the limitation of $50 million. It has been necessary to 
utilize this entire balance to carry out contracts with States providing 
for assistance in the purchase of hay and roughage by farmers and 

ranchers, and for administrative expenses in connection with feed 
grain assistance provided at reduced prices through Commodity 
Credit Corporation stocks. In addition, the Department has been 
allotted $8 million from the President’s disaster relief fund for assist- 
ance in the purchase of hay and roughage. It is proposed to reimburse 
the President’s disaster relief fund for the entire $8 million advanced 
as soon as the $25 million becomes available. 

In addition to the emergency feed and seed assistance, the disaster 
loan revolving fund is utilized to finance the emergency and special 
livestock loan programs conducted by the Farmers’ Home Adminis- 
tration. We have carefully checked the probable requirements for 
these loan programs in fiscal years 1957 and 1958, and it appears 
that the use of $25 million for emergency feed and seed assistance 
would not impair the liquidity of the revolving fund, and that the 
loan programs would not be hindered in any way. While additional 
appropriations may be needed in future years, it does not appear 
that any will be needed in fiscal years 1957 and 1958. 

It is most urgent that the amount of $25 million be made available 
at the earliest possible time. It has been necessary during this fiscal 
year to specifically limit the amount of hay and roughage assistance 
which can be rendered in the various States because of lack of funds 
in the disaster loan revolving fund and in the President’s disaster 
relief fund. The current program is carried out through agreements 
with States providing assistance in the purchase of hay and roughage 
by individual farmers and ranchers. 

Contracts are entered into between the Secretary of Agriculture 
and the State governors under which the Federal Government agrees 
to provide a specific amount of assistance for hay and roughage. 
The program is operated through the Farmers’ Home Administration 
in the following manner: Farmers and ranchers apply for assistance 
at the local Farmers’ Home Administration county offices; county 
committees pass upon the applications and approve the amount of 
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assistance to be rendered. These are the regularly constituted county 
committees of the Farmers’ Home Administration and are made up 
of 3 private individuals in the county, 2 of whom must be farmers. 
Upon approval of an application, the county office issues a certificate 
or certificates to the applicant, which entitle him to receive $7.50 
per ton for all hay and roughage purchased within the limits of the 
amount approved by the county committee. The certificates are turned 
over to a feed dealer, or other person from whom the roughage is 
being purchased by the applicant at the time the hay or roughage 
is purchased, and are accepted by the dealer as partial payment on 
whatever amount of hay or roughage is purchased. The dealer then 
presents the certificates to his local bank and receives cash therefor. 
The local bank is reimbursed by a central accounting agency designated 
by the State. In some States a bank located in the State capital 
city handles the central ncouantitinn The Federal Government ad- 
vances money to the State to pay the certificates as received im the 
central agency, and periodically increases these advances after receipt 
and audit of the certificates. The Farmers’ Home Administration 
has the responsibility for Federal accounting through its finance office 
in St. Louis, Mo. 

As of January 3, 1957, contracts totaling $17,290,000 had been 
entered into or were being negotiated with 9 States. This is within 
$210,000 of the total of $17,500,000 available. The latter amount rep- 
resents $9,500,000 from the disaster loan revolving fund and $8 million 
from the President’s disaster relief fund. It is necessary to continue 
assistance at least until about March 31, when the individual farmers 
and ranchers can hope to utilize their ranges. The continued assistance 

cannot be rendered, however, unless additional funds are available to 

permit increasing the contractual amounts and reimbursing the Presi- 
dent’s disaster relief plan. We have gone as far as we can with the 
present funds. 

The emergency feed grain and hay and roughage assistance programs 
have been very helpful in permitting established operators to maintain 
their foundation herds of livestock and to continue their operations. 
During this fiscal year, obligations for direct contract assistance under 
the hay and roughage programs are expected to total at least 
$19,500,000, including reimbursement to the President’s disaster relief 
fund. This would mean that $10 million would be obligated against 
the amount of $25 million added obligational authority, leaving $15 
million for assistance in 1958 and future years. 

Mr. Chairman, we would be glad to try to answer any questions that 
you and other members of the committee may have to ask on this. 


DATA ON OBLIGATIONS, BY STATES 


Mr. Wurrren. How about your programs for fiscal years 1954, 
1955, and 1956? Could we have a table in the record showing what 
money you have spent, what States have been included, and what 
amounts they have got ? 

We would also like to have a listing of what the State contributions 
have been during those periods. 

Mr. Scorr. Mr. Chairman, we will be very glad to furnish that. I 
could say that the State contributions have been extremely small, a 
fraction of 1 percent. But we will be glad to supply that. The first 
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tables summarizes the total obligations, and the other three tables show 
activity by years by States. 
(The tables referred to follow :) 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Disaster loan revolving fund, status of $50,000,000 limitation for emergency feed 
and seed assistance as of Jan. 17, 1957 


1953 program (fiscal year 1954) : 














PN Nc pS et ee oe he ee ed a $3, 291, 680 
MN Eni i a Sates dar center iincda absense _ 27, 900, 000 
SIRT  catanas eee eee oe 31, 191, 680 

1954 program (fiscal year 1955): 
I cS teal cape cand diodes ca ation ih Siento 4, 433, 455 
NS ) 1, 696, 657 
Total obligations_____ pode: Sie Ss eee ole ct 6, 130, 112 


1955 program (fiscal year 1956): 
I 2 a ss 152, 962 
Bemecey tee Fe ai ee aoe cad ate ans patie * 824, 167 
Tans PHUNN 2ooihs § thd 2 ol eb ei ot aes 877, 129 
Allotments, fiscal year 1957: 
Program costs for emergency hay and roughage program pur- 
suant to agreements with States, Farmers’ Home Administra- 





I a ha ie a) os ee Cees hs i os oe Be Z 9, 500, 000 
Administrative expenses: 

Commodity Stabilization Service..............._......~- 1, 600, 000 

Buseere geome AGmmstrauon....2.< 65 ae 701, 079 

ein catiobeowiees WOCt pee ee ek ek * 11, 801, 079 

ta hl isco charles hie ps tetas oh as bstelassaccaie debbie _.. 50, 000, 000 


1Includes approximately $17,962 for costs incurred in liquidating the 1954 emergency 
hay program. 

2 Includes $379,371 for casts incurred in liquidating the 1954 emergency feed program. 

?In addition, allocations totaling $8,000,000 have been made in 1957 from the President’s 
disaster relief fund. Repayment of this amount will be made from the $25,000,000 addi- 
tional limitation which has been requested. 
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CONTRIBUTIONS FROM THE STATES 


Mr. Wurrren. If the States have contributed only a little less than 
1 percent, don’t you have more expense in working out the contract 
than you get in contributions from the State ? 

Mr. Scorr. That is certainly right, Mr. Chairman. This Public Law 
875, we think, clearly indie: ated by its terms that it was the intention 
that this be a partnership arrangement. The law starts off by saying 
that it is the intent of the Congress to provide an orderly and continu- 
ing means of assistance by the Federal Government to the States and 
local governments in carrying out their responsibilities to alleviate 
suffering and damage resulting from major disasters, and so forth. 

The unfortunate thing about this, from the administration of it, 1 
that shortly after this act, or at least when this act first was placed 
into use, there was not the requirement that there be a State sharing 
of the cost. There have been a number of meetings during the last 3 
or 4 years. There was a meeting of governors in which I believe 12 
from drought States agreed that this was a fine thing, that there ought 
to be State participation. 

Some of the governors, we understand, have taken this matter up 
with their State legislatures. A few of the States have put in funds. 
But every time a request comes to us for assistance of this kind, we 
immediately ask the governor how much money does the State have? 
How much are you willing to try to get from your legislature / 

The response is inv: ariably that we either have a modest fund in 
which we could assist in handling certain administrative expenses 
that, incidentally, has always been a requirement in all of these con- 
tracts, that they at least find enough money to take care of the admin 
istration end of this hay deal, which is very modest—but they say: 

“We do not have authori ity to go beyond that: our legislature is not In 
session, and we cannot feel justified in calling a special session,” and 
the various reasons of that kind, which you know would be advanced. 

This year, the State of New Mexico has been putting into this type 
of roughage program $2.50 per ton. In other words, the program 
in that State provides farmers and ranchers $10 per ton assistance in 
their purchases, $2.50 of which is State funds. But we feel that there 
are many, many advantages that would accrue if we could get State 
participation. That is the outstanding impression that we get from all 
of this experience with these relief programs, that we should get this 
on a basis where we could turn very largely the job of administration 
over to the State people. And I think it ought to be down pretty close, 
much of it in the county, to get the counties to feeling some respon- 
sibility for this, and spending some of their money on it. Then we 
could adapt these programs more nearly to the real needs, as they vary 
somewhat among the States. 

Mr. Wuirren. What would your thought be, Mr. Scott, if the 
committee should see fit to provide that none of these funds would 
be available unless the States put up at least, say, 25 percent of the 
total amount ? 

Mr. Scorr. Mr. Chairman, we are strongly of the feeling that in 
the best interests of the people who are suffering and the best interests 
of the administration, from the standpoint of the taxpayers, that 
this State participation by all means is needed. But we are in the 
midst of a bad situation down there: shortagelof feed. And we feel 
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we must continue to render this type of assistance on through the re- 
mainder of this feeding period up until the spring months. We 
would hope that something can be done, that the Congress would take 
a further action in connection with Public Law 875, and make it clear 
that there would be no further program of this kind after some 
seasonal period within which to allow the States to get squared away 
on this. 

Mr. Wurrren. Unless somebody stands up to these demands on 
direct grants, the sky is the limit. If the governor of State X gets 
all this for his farmers, the governor of State Y has to request it 
as soon as he finds out the State does not have to put up anything. 

There are two ways we can do it. One would be to provide that the 
States and counties have to put up at least 25 percent before these 
funds are available. The other would be that you could advance 
75 percent but that any future advances would be contingent upon 
25 percent being pledged. In other words, you could require an agree- 
ment that in the future the State would put up 25 percent. 

I say 25 percent; I think that, for the State that is going through 
one of these disaster periods, 50 percent might be too harsh. If it 
were a national program with all States in the same condition, it 
might be one thing; but recognizing that the drought area States are 
in a relatively bad situation, if we cut it from 50 down to 25 percent, 
then we would have some y yardstick to see what the need is. However, 
if it is gratis, most folks will justify it, whether they need it or not, 
on the basis that everybody else is getting it. We see that every day. 

Mr. Scorr. Mr. Chairman, you are just describing the experience 
very, very accurately that we are having with these programs. If time 
would permit, I could relate to the committee, with your permission, 
many, many instances which would bear you out in that statement. 
We see more and more pressures building up for assistance. The 
principal excuse given is that they are getting it over in some of these 
other States. 

We feel that it is spreading out into areas that are less acute situ- 
ations than is contemplated by this law. We are trying our very best 
to be impartial in the administration of this law but we just cannot 
overemphasize how strongly we feel from all of this experience that 
we must get some partnership. 

Mr. Wuirren. I think the committee would be acting within the 
spirit of the act and would be making it possible to meet your present 
situation. I realize State legislatures meet at different times, and other 
problems exist. But if we were to provide that you would make these 
funds available, upon certification by the governor that a sum not 
less than 25 percent of the total amount would be repaid the Federal 
Government by the State, that would give you some basis upon which 
to operate. an I think we are going to have to put some yardstick on 
this thing, or it will become a nationwide program which is not sound 
in the long run. 

Mr. Scorr. We are in full agreement with you. 

You will recall, Mr. Chairman, that the large number of State 
legislatures are now in session. 

Mr. Wurrten. Yes, sir. 

Did you have some comment, Mr. Wheeler ? 

Mr. Wueeter. I was trying to think through how this idea might 
be implemented. I think it would be necessary to make sure that in 
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whatever language is added that we do have the authority to pay back 
the President’s fund for what has been obligated, and also to follow 
through on the present agreements and contracts, and then start the 
new matching requirement at some time in the future so that the 
States would have a chance to get geared up to it and so that present 
commitments and contracts with the States could be honored. 

Mr. Scorr. I would like to just indicate, Mr. Chairman, that I am 
in full sympathy with your approach to that. Now, these legislatures 
are in session and these States, many of them, are in better shape by 
comparison, financially, than I think we are down here. 

Mr. Wuirren. The trouble about ditastirn' is that folks don’t pro- 
vide for them in advance. That is true of us as individuals. And 
legislatures don’t always know that a disaster is going to come. That 
is the excuse. There are alw: ays lots of problems and lots more requests 
for funds in State legislatures and in Congress than there are funds 
available. So it does make a problem to require that they match the 
fund in advance. 

But if we required a certificate or an assurance, a certificate from 
the governor, that the State would make available its share at a later 
date, then the governor could take that on himself when it happens, 
as against requiring him to put up a matching fund in advance. When 
disaster strikes, everyone wishes he had done something about it in 
advance. Itisa human failing, I guess. 

Mr. Scorr. There is a creat deal of sentiment in favor of this idea, 
Mr. Chairman. It certainly has not blossomed out to the extent that 
is showing up in proposals to State legislatures, but you can talk with 
leaders in the States and there is an encouraging degree of acceptance 
of this principle that it ought to be on sucha ba asis. 

Mr. Wurrren. While I was out at Lincoln, Nebr., last fall, a number 
of farmers came to me incensed because under the soil bank the Fed- 
eral Government is paying to put land out of production on which 
wheat didn’t come up. I think a program like that is unsound in the 
long haul. 

Under this emergéncy program a farmer who is competing with 
another farmer gets hay at a reduced price, or maybe free. It is 
mighty hard competitively for one farmer not to get it if his com- 
petitor gets it. Unless we invite the State to put up money, the 
State is not going to help us keep it on a sound basis. 

Mr. Scorr. The administration of this thing is so important. We 
feel that, as you have indicated, a 25-percent contribution would be 
a good figure to think about. It is, as we see it, it is a need to get 
enough funds in to make them take seriously the job of adminis- 
tering it. 

Now, we have this responsibility placed on our farmer committees 
out there to determine eligibility, and I think they have done a splen- 
did job. They have been very conscientious. But as we go around 
out over the territory, we hear many reports of abuses that. are getting 
in. In spite of all the effort that we have been able to put forth—and 
all the Federal agencies have cooperated splendidly in trying to keep 
this on the track—there are these abuses getting into it, and we find 
that if we could have some local responsibility in there, that this effort 
to aid would be much more nearly getting into the hands of the people 
who really need it. And it is so import: ant to get the States into it. 





; 
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ADMINISTRATIVE EXPENSES 


Mr. Wuirren. What is the status of your disaster-loan revolving 
fund? I notice you touch on that in your general statement. 

Mr. Barnarp. I have it, Mr. Chairman. There is about $60 million 
in the fund right now. We anticipate if our estimates on loans hold 
up for this year * that there will be around $35 million in the fund at 
the end of the year. There was about $35 million in it at the begin- 
ning of this year. 

Mr. Wuirren. You anticipate you will get back to about the level 
you started out ? 

Mr. Barnarp. Unless the loaning goes up. 

Mr. Wuirren. Turning to the figures which you submitted to us, 
administrative costs include $1,403,000 for the Farmers’ Home Ad- 
ministration, and some three and a half million, approximately, for 
conservation committees. Don’t you think that is rather high admin- 
istrative costs in connection with this program ? 

Mr. Barnarp. Mr. Chairman, our costs, the Farmers’ Home Ad- 
ministration cost is 95 percent for county committees. In 1955, we 
spent about $590,000 just on county committees. This year we will 
spend that much again. You see, our county committees also approve 
these feed applications, in addition to the hay and roughage. 

Mr. Wuirren. Do they receive mileage and per diem for that work ? 

Mr. Barnarp. They receive $5 a day salary and $5 a day travel 
when they work on this. 


FHA COUNTY COMMITTEE EXPENSES AND WORKLOAD 


Mr. Wuirren. I would like for the record to show how many days 
they put in so we can get some idea as to whether they could not meet 
every few weeks instead of meeting on each application. 

Mr. Barnarp. That is not the case, Mr. Chairman. In many coun- 
ties I have seen reports in which the number of applications for feed 
on hand are as high as 2,500. 

Mr. Wuirren. What percentage of the applications are approved / 
If they approve all the applications, it might raise a question as to 
whether we were not just throwing this money away. So I would like 
to see what. percentage of applications are approved. 

Mr. Barnarp. We have that. 

(Norre.—The following statement covers the cost of county com- 
mittees as illustrated by expense so far in this fiscal year :) 

County committee expense in fiscal year 1957 through December 31, 1956, 
in connection with applications for feed, and hay and roughage assistance was 
$220,480. Based on a review of 463,835 appleations actually received and re- 
viewed, this is an average cost of about 471% cents per application. 


A table showing the applications received, approved, rejected or withdrawn 
follows: 
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Mr. Scorr. Mr. Chairman, that is a tremendous workload and one 
of the things that is seriously worrying us is the strain it has put on 
these offices and these committees out here. Here is an acute emer gency 
and they have just been so conscientious in trying to give the help that 
is needed, and to look over that application, our folks in the offices have 
been careful to try to find out what livestock was out there, what feed 
they had on hi and, and what they would really need. In some instances, 
in the earlier months, the fall months, to illustrate where there was a 
chance that the thing might break and we wouldn’t have to go clear on 
through an entire winter, we have taken a shorter hitch on ‘the period 
for which they have been ‘approved for feed requirements, all of which 
has added to the work, but we have thought it was a desirable, neces- 
sary way to administer, to avoid getting an unnecessary amount of 
feed committed here. 

But it has been a tremendous load on those offices and those commit- 
tees. ‘They have had to meet very, very frequently. 


ASC COMMITTEE EXPENSES AND WORKLOAD 


Mr. Bracu. With respect to the ASC administrative item which is 
$5,453,000, as you mentioned, that amount makes up the total of 3 years’ 
expense of 1955, 1956 and 1957 fiseal years. In 1955, our total cost was 
$1,160,172. In 1956, it was $693,711. The estimate for 1957 is 
$1,600,000. The largest part of that is in the State and county offices 
and it relates to the feed program. 

In the fiseal year 1954, for example, 1,170,000 purchase orders, 
farmers’ purchase orders, for 56 million hundredweight of feed. In 
1955, there were 265,000 purchase orders for 15 million hundredweight. 
And the estimate in 1956 is 949,000 purchase orders for 50 million 
hundredweight. 

Going along with that is a very heavy audit program under which 
we audit the dealers who actually handle the feed and there have been 
some very large exceptions, as you may know, taken to dealers’ records 
on these drought emergency programs. That audit is carried out by 
our Audit Division, the main, internal Audit Division as well as the 
State offices. 

I have a statement which I could furnish for the record. It gives 
au breakdown of the workload and the costs. 

Mr. Wutrren. We would be glad to have that for the record. 

Mr. Wuerecer. The administrative item he has covered has to do 
with the feed program, the main program costs of which are borne by 
CCC. So thinking in terms of ratios, you see, you would have to apply 
that cost to a much bigger base. The administrative expenses of the 
feed program which was authorized by section 301 of Public Law 480 
do have to be borne by this fund, even though the program losses on 
the feed are borne by CCC. 

(The following information was subsequently supplied :) 
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UNITED STATES DEPARTMENT OF AGRICULTURE, COMMODITY STABILIZATION 
SERVICE 


Emergency feed programs, 1954, 1955, and 1956—Administrative expenses and 


functions 
Fiscal years 
1955 1956 1957 ! 
ncelieaaiabiiip cist til acti ttailaatittmeisipi bell 1 nt atin Ji ee, 
CSS Audit Division_- $16, 916 | $189, 227 | $339, 114 


Audits operation of the program including feed dealers’ 
records. | 
CSS Compliance and Investigation Division__- ib 27, 968 | 76, 884 31, 000 
Investigates instances of program irregularities which 

are referred to it. 


CSS Information Division_- : a sia eg aia ee PR Ee . , 
ASC State committees ‘ a 146, 000 | 132, 000 310, 000 


Operate the program in the States, direct and superv ise | 
the county committees, audit program operations and | 
feed dealers’ records, control purchase orders and dealers’ 
certificates, establish reasonable handling costs for track 
side deliveries and prepare reports on program operations. 

ASC county committees | 969, 000 

Enter into agreements w ith eligible dealers, pr epare and 
issue farmer’s purchase orders to eligible farmers who pre- 
sent applic ations approved by FHA county committees 
and dealer’s certificates to feed dealers, redeem dealer’s 
certificates, advise dealers of maximum handling margins, 
audit farmers’ purchase orders, maintain records and files 
of purchase orders and dealers’ certificates issued, main 
tain a list of eligible dealers and prepare reports of program 
operations. 





295, 600 919, S86 


Tota! 1, 160, 172 693, 711 1, 600, 000 
The CSS Grain Division prepares the docket for au- 
thorization of the program by the Board of Directors, 
Commodity Credit Corporation, procedure for operation 
of the program in the field and reports on program opera- 
tions, 
Other CSS Divisions perform such administrative, fis- 
cal, budgetary, and other similar functions as are required 
for field programs. 


Administrative expenses for fiscal year 1957 are estimated 


Note.—Administrative expenses include only direct costs, overhead is not included. 


Eme rgency fee d programs, 195 4. 1954, and 1956 workload data 


Program 
1954 1955 1956 

Farmers’ purchase orders issued 

Number 1, 170, 882 265, 884 949, 022 

Feed in hundredweight 58, 221, 373 15, 112, 246 50, 115, 515 
Dealers’ certificates issued 

Sener 183. 854 | 38, 930 88, 187 

Value $51, 131, 424 $11, 759, 394 $37, 261, 300 

Dealers’ certificates redeemed 

Number. 184, 328 39, 179 62, 527 

Value-- $50, 928, 874 $11, 762, 456 $25, 065, 270 

Feed in hundredweight delivered 20, 990, 293 5, 323, 574 10, 968, 180 


1 Workload data reported through Jan. 10, 1957. 


OPERATION OF EMERGENCY FEED GRAIN PROGRAMS 


This program has been in effect during the fiscal years 1954, 1955, and 1956. 
The program enables eligible farmers and stockmen in designated disaster areas 
to obtain certain feed grains through regular trade channels at a reduction in 
price of $1.50 per hundredweight (changed from $1 per hundredweight October 
11, 1956) 

The plan of operation for the 1956 program, except for minor revisions, is the 
same as for the 1955 program and is outlined below. 
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APPLICATIONS FOR FEED 


County committees of the Farmers’ Home Administration approve applications 
for feed by farmers in designated disaster areas who establish their need ‘and 
eligibility for feed. 

FARMERS PURCHASE ORDER 


1. Procurement by farmer 


ASC county committees issue to farmers, upon presentation of the approved 
applications within 15 days after approval, a farmers purchase order for the 
stated quantity of designated surplus feed grains. 


2. Use by farmer 


The farmer may take the purchase order to an eligible feed dealer within 60 
days after date of issuance and transfer it to the dealer as part payment on 
the purchase of straight designated surplus feed grains or approved mixed feed. 

(a) Hligible feed dealers.—An eligible feed dealer is a person engaged in sell- 
ing designated surplus feed grains or approved mixed feeds who has entered into 
an agreement with the Commodity Credit Corporation to observe program regu- 
lations. 

(b) Designated surplus feeds.—Designated surplus feed grains are barley, 
corn, grain, sorghums, and oats as such terms are defined in the Official Grain 
Standards of the United States. The term “corn” includes ear corn. The ap- 
proved mixed feeds are Mixed Feed A which must contain at least 75 percent by 
weight of designated surplus grain(s) and Mixed Feed B which must contain 
at least 60 percent by weight of designated surplus grain(s). The mixed feed 
must be appropriately labeled by the manufacturer,.including (1) designation 
of Mixed Feed A or B, (2) the percentage of surplus grain contained therein 
and (3) additional requirements if provided. 

3. Completion by dealer 


The purchase order will be completed by the feed dealer after a purchase by 
the farmer and delivery, either physical or constructive. It will show the kind 
of feed delivered and the hundredweight of feed grains obtained either as straight 
grain or in approved mixed feed. It will contain a certification, of these facts 
by both the farmer and the dealer. ‘These certifications must be supported by a 
copy of the sales slip, invoice, or other appropriate documents. The dealer 
must present the farmer’s purchase order to the county ASC committee to be 
exchanged for a dealer’s certificate within 30 days after the date of transfer 
of the purchase order from the farmer to the dealer. 


DEALERS’ CERTIFICATES 
1. Issuance 


The county ASC committee will issue certificates to dealers presenting com- 


pleted purchase orders in amounts equal to the computed value of the purchase 
orders. 


2. Use 


These certificates will be good for the purchase of CCC-owned designated sur- 
plus feed grains from CCC for a period of 120 days from date of issuance. The 
dealer can either purchase such commodities from CCC or use the certificates 
in his normal business transactions. The ultimate use of the certificates will 
be for the purchase of CCC-designated surplus feed grains at the prevailing 
market price as determined by CCC. 


8. Rate of assistance 


The rate of assistance to be applied on the purchase order shall be $1.50_per 
hundredweight for the number of hundredweight of designated surplus feed 
grains purchased by the farmer, not in excess of the hundredweight approved 
by the FHA county committee. 


5. Trackside delivery 

If feed grains are delivered direct from cars trackside each dealer must certify 
on the purchase order covering grain so delivered that he charged the farmer no 
more than cost plus a handling margin not in excess of the margin established by 
the State ASC committee as reasonable. Approved mixed feeds are not eligible 
for delivery trackside. 


S7403 7 10 
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EXTENSION. OF TIME ON PURCHASE ORDERS AND DEALERS’ CERTIFICATES 


The executive vice president, CCC may extend the time within which a pur- 
chase order or dealer’s certificate may be transferred or presented and may 
delegate this authority to others. 


DISTRIBUTION OF SURPLUS FEED BY COUNTY ASC OFFICES 

In any area where dealers are unwilling or unable to participate in this pro- 
gram, surplus stocks of CCC feed grains may be made available to eligible farm- 
ers at a cost to farmers comparable to that which the farmers would otherwise 
pay under this program. The facilities of county ASC offices may be used to 
make such distribution. This provision has not been utilized to date. 


The plan of operation of the 1954 program differed from that for the 1955 and 
1956 programs in the following respects. 


Value per hundredweight.—The value of farmer’s purchase orders under the 


1954 program was changed from 60 cents per hundredweight to $1 per hundred- 
weight on October 1, 1954. 

Time limits on use of purchase orders.—Farmers purchase orders had to be 
presented to county ASC committees by dealers within 120 days of issuance. 

Dealers agreements.—No dealer agreements were required in the 1954 program. 

Dealers records—Dealers were not required to maintain “complete and ac- 
curate books and records which will permit verification of all transactions with 
regard to farmer’s purchase orders and dealer’s certificates” (quotation from 
feed dealers agreement, 1956 emergency feed program). 


Mr. Wurrtren. Mr. Marshall. 
HANDLING OF CERTIFICATES 


Mr. Marsuaryu. Mr. Scott, I have a little question about this $7.50 
certificate. Is that in the nature of a grant? 

Mr. Scorr. It is, sir. 

Mr. Marswatu. Do the local banks make any handling charge on 
the handling of those certificates ? 

Mr. Scorr. Not that I know of. Under the terms of the agreements 
with the States, we have advanced a revolving fund and that varies 
from a few hundred thousand dollars to $2 million, depending on the 
volume of the certificates. We started out with a modest amount. We 
have been increasing it as the need arose to keep it rolling along in an 
orderly way. It is my understanding that this is entirely an arrange- 
ment which the State government works up. They have been using 
their depository bank as the central clearing bank and they had to 
pay any fees for doing this. The local banks take them as cash items 
or collection items, varying with the banks. 

Mr. MarswHatu. It would appear that there would be no reason for 
a bank making a charge. 

Mr. Scorr. Not that I know of. The program is well understood. 
It is a very simple little form. The certificate which the local bank 
receives has in rather bold type about three things they should check, 
which would indicate the validity of the certificate. We haven’t 
heard of any problems that they have had in handling it. 
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CONTRIBUTION BY THE STATES 


Mr. Marsnarn. Going back to a moment ago when we were talking 
. about the 25 percent contribution on the part of the States, it would 
seem to me that it would not be well for us to set a figure of 25 per- 
cent. I can visualize where there might be many instances where 
States should make a larger contribution than 25 percent. I would 
interpret from what we have said a moment ago that we were thinking 
in terms of the 25 percent being a minimum requirement. Is that 
correct / 

Mr. Scorr. Yes. As I mentioned earlier, I feel there will be a great 
many advantages in getting the State to administer. I was just sug- 
gesting that the important thing is to get them to contr ibuting as a 
minimum, enough so that it will make them take this job seriously. 

There is a formula that was recommended to the C ongress in the 


report of the Commission on Intergovernmental Relations. 
Mr. Wuirten. Mr. Natcher. 


PARTICIPATING STATES 


Mr, Narcurr. Mr. Scott, are all of the Great Plains States partici- 
pating in this program at the present time ? 

Mr. Scorr. You are referring to the roughage program ? 

Mr, Narcuer. I refer to the emergency seed and feed program. 

Mr. Scorr. There are 12 States in the emergency feed program. 
There are 9 States in which we have an agreement for this roughage 
program and in 3 additional States we have the grain. 

Mr. Narcuer. What are the three States ? 

Mr. Scorr. Where it is grain only ¢ 

Mr. Narcuer. Yes, sir. 

Mr. Scorr. The State of Nebraska has grain only, There is a small 
grain deal in a few counties in Ohio and the State of Wyoming also 
has feed grain only, The other States are Arizona, Colorado, Kansas, 
Nevada, New Mexico, Oklahoma, South Dakota, a small program, 
Texas and Utah have both grain and roughage programs. 

Mr. Natcuer. Mr. Chairman, if there is no objection, I would like 
to have this chart that has just been handed to me placed in the 
record at this point, pertaining to the nine States as pointed out by 
Mr. Scott. 

Mr. Wuirren. This comes from the departmental records ? 

Mr. Barnarp. Yes, sir. 

Mr. Wuitten. We will be glad to have it in the record at this point. 

(The chart referred to is as follows:) 
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Unitep States DEPARTMENT OF AGRICULTURE, FarRMERS’ HoME 
ADMINISTRATION 


Comtrnrtp with States o for Ray ¢ and roughage a assisiance 








Present Proposed 
State contracts revised 

ac contracts 
TIME. 2. he00n0-- , ‘ a $1, 000, 000 $1, 000, 000 
Ceeeees2- cts J atk Pe) ee 1, 000, 000 1, 500, 000 
Sis: Roe ss aakiedt dedi aceds a eee 500, 000 1, 250, 000 
AA ie i 40, 000 40, 000 
New Mexico.____ 1, 225, 000 1, 225, 000 
Oklahoma.___._____- > 500, 000 2, 800, 000 
South Dakota. 75, 000 75, 000 
eae . 8, 500, 000 9, 000, 000 
Utal.....- ; “ . ae ate : 250, 000 400, 000 
., ox eS ee bites P i* ; 15, 090, 000 17, 290, 000 

Funds available: 

Disaster loan revolving fund__- 9, 500, 000 
Allotment from President’s Disaster Relief Fund__ 8, 000, 000 


Total funds available- i 17, 500, 000 


BASIS FOR ASSISTANCE UNDER PROGRAM 


Mr. Horan. Mr. Chairman, I encountered this when I was out in 
my district and admittedly the price of, particularly beef, was quite 
low and some of the ranchers felt that this program ought to be 
related to the price level, the market level as well as to drought and 
hay shortage and that sort of thing. I think there is a growing feel- 
ing that if the Nation’s domestic supply of meat is to be preserved that 
they are entitled to some consideration so that they can stay in 
business. 

Have you encountered that ? 

Mr. Scorr. Not in anyway of a formal proposal from any State 
governments. It has been mentioned in letters from time to time that 
we have all received. We have all kinds of suggestions, as you might 
know, to get a little help on various kinds of problems but that is one 
that has been mentioned. 

Mr. Horan. It may come to Congress. A lot of farmers see us sub- 
sidizing the maritime industry and they see us subsidizing aviation 
and a lot of other things, and then when the price of beef is down 
to about where it doesn’t cover the cost of production, they do have a 
feeling that these emergency programs ought to be related to the 
market level. 

I just mention that because it was a growing feeling among them. 
Of course we encourage it by having these programs and they are 
very helpful. 

Mr. Scorr. I think that is right, Mr. Horan, but it seems to me that 
this is to be considered in these emergency programs, while we have 
been trying to give some very much needed help to farmers and 
ranchers who were seriously in distress and help keep them on their 
farms and ranches so they would be there when the grass starts 
growing again, I believe there is a growing feeling out in the States 
that notwithst: nding this aid that we have contributed to maintain- 
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ing the breeding herds at an overall level that is higher than is in 
the long-term best interests of the industry. 

Mr. Horan. That is all, Mr. Chairman. 

Mr. Wuirren. Thank you, Mr. Scott. 


Farm Ownersuie Loans 


OPERATION OF INSURED LOAN PROGRAM 


Mr. Wuirren. We turn now to the Farmers’ Home Administration 
item of $26 million for farm ownership loans. It strikes me that the 
bankers seeing the drop in farm income haven’t been as liberal in 
accepting these guaranteed loans as you anticipated. 

Mr. Scorr. That is entirely right, Mr. Chairman. As to their not 
accepting them, I believe, however, it is more closely related to the 

‘ate, money rates. The return which we provide them under these 
insured loans is lower than they can now get, usually, for investment 
funds. 

Mr. Wutrren. What is your rate ? 

Mr. Scorr. Three and a half percent to the lender. 

Mr. Wuirren. Actually the Gover — is getting away from the 
main point here. But by this device, the bank gets a higher rate of 
interest than the Government will have to pay if it borrowed the 
money and loaned it to the applicant. I had a chance to talk to the 
Secretary of the Treasury about that matter. I think it has added to 
the cost of those who borrow money. It has increased the Govern- 
ment’s obligation, because the Government has guaranteed that it 
will pay the principal of the loan plus a higher rate of interest. I 
think it is a very unsound approach. 

But even with the increased rate, your experience is that the banks 
are not very much interested init. Is that correct ? 

Mr. Scorr. Mr. Chairman, I know from the other previous oppor- 
tunities we have had to discuss this with you that you feel very sin- 
cerely about the viewpoints you have expressed. 

May I bring out this as a consideration on the insured loan which 
I think is quite important. The men in Farmers’ Home Administra- 
tive have been working very closely with the country banks in a few 
of the States and we have developed an arrangement which we think 
holds a great deal of promise, of not only getting some funds into 
this loan account, but we see it developing about this way: I think 
our relations are very nice, generally between our Farmers’ Home 
offices, county offices and the country banks. We want to make that 
an even closer working relationship there in getting their interest and 
their advice to our local community and administrative experts in the 
selection of these worthy farm families, many of whom, as you would 
know, are the younger families. 

Many of these country banks are very happy to put their funds into 
some of these loans and let it be known around the community that 
while they cannot under their lending policies finance these fine fami- 
lies directly. that they can under this arrangement get in and be of 
some help. We believe that by close working relations with them, 
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giving them progress reports along, it is going to help materially in 
our graduation process which this committee is very interested in as 
we are, so that we can, in an orderly way, by giving them all the fine 
help that Farmers’ Home is qualified to do, ‘get them in a position 
rather quickly to take their place in the community as borrowers from 
established lending institutions, get our money back, and we will start 
off with some more good families. 

That indirectly, those side benefits, should I call them, we think are 
going to be quite important in the long run. 

Mr. Wuirten. Mr. Scott, I can agree that those relationships can 
do some good. But this administration goes in for what it calls pri- 
vate financing which means that the borrower pays a higher rate of 
interest. You have got your financial institutions and liberal spenders 
going down the same road. It doesn’t leave anybody to hold the 
strings on public spending. I think I see it in the President’s budget. 
The Democratic Congress may try to outdo the President, I do not 
know, but we have a smaller and smaller voice in the country trying 
to hold back on Federal spending. It does disturb me. 

I realize others have different views and everybody to his own view 
about something this big. But at any rate, even the increased rate of 
314 percent, has proven to be too small to get the banks to go into it. 


INTEREST RATES ON TREASURY BORROWINGS 


1 would like the record to show what the present borrowing rate is 
for the Treasury on this type of money. While the banks would take 
it at 3 percent, this method will make the funds available and prob- 
ably cost the government about 2.5 percent. I would like for that 
information to be incorporated in the record at this point. 

(The data requested is as follows :) 

The latest rate on Treasury bills—91 days—sold on January 17, 1957, was 
3.085 percent. This rate has been running at approximately 3.1, but is, of course, 
subject to fluctuations depending on the money market. 

On Treasury marketable securities other than bills, the combined yield rate is 
approximately 3.3 as of January 28, 1957. The marketable securities make up 
approximately 60 percent of the public debt financing. 


JUSTIFICATION OF ESTIMATE 
Mr. Wuirrren. At this point, I would like pages 2 and 3 of the jus- 


tifications to be inserted in the record. 
(The justifications are as follows :) 


Justification for supplemental estimate, fiscal year 1957, for loan authorizations 


Loan authorization : Farm ownership loans: 
Authorization. to date 1967.22 2.2 ..-- 
Supplemental authorization 1957 
Revised estimate 1957 


bal Boe ena $24, 000, 000 
nitiapuacainnbibete beckia Aaa sian mpsio alt ig Nn Sa 
ES corse ca a eet = anak ge 00s CO OU 


The supplemental estimate of $26 million in direct farm ownership loan funds 
would provide about 2,260 additional initial farm ownership loans. 

Public Law 878, approved August 1, 1956, amended title I of the Bankhead- 
Jones Farm Tenant Act to broaden the authorities for loans. For the first time, 
loans are authorized to eligible applicants for the refinancing of existing secured 
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or unsecured indebtedness where the applicant is presently unable to meet the 
terms and conditions of his outstanding indebtedness and is unable to refinance 
his indebtedness through other responsible credit sources. Also, loans are au- 
thorized for the first time on less than family-type farms to owner-operators who 
are bona fide farmers, having historically resided on farms, and who are con- 
ducting substantial farming operations, but who require reasonably dependable 
off-farm income to enable them to meet living and operating expenses and pay 
the amounts becoming due on their loans. These amendments were submitted 
to the Congress based on very compelling evidence of an urgent need for loans 
to refinance the existing indebtedness of some farm owners. Many of these 
farm owners can successfully work out their difficulties if given an opportunity 
to consolidate their indebtedness and extend the repayments over a longer pe- 
riod of time, thus reducing the annual payments to amounts more in keeping 
with their current ability to repay. Refinancing loans will be made in only those 
cases where alternative methods of assistance are not available and loans are 
essential to the continued operations of the applicants. Loans on less than fam- 
ily-type farms are in specific furtherance of the rural development program. 
These loans will be very helpful in assisting this type of farm owner to improve 
his financial situation. 

Public Law 878 increased the annual authority for insured loans made by 
private lenders from $100 million to $125 million, anticipating that the added 
authority would be needed to meet the need and demand which would result 
from the broadened loan purposes. At the time the amendments were proposed 
and enacted, it was intended that the broadened authorities would be imple- 
mented almost entirely by the insured loan authority. The act was amended 
to permit the taking of second mortgages in connection with insured loans where 
heretofore only first mortgages were authorized. ‘During fiscal years 1955 and 
1956, the Farmers’ Home Administration had adequate commitments from private 
lenders to make all of the insured farm ownership and insured soil and water 
conservation loans which were then being approved, and it appeared additional 
commitments could be secured in sufficient volume to fully implement the broad- 
ened authorities in 1957 and 1958. Recently, however, it has become increas- 
ingly difficult to interest private lenders in farm ownership and soil and water 
conservation insured loans. Under current conditions, these loans are not at- 
tractive to institutional lenders. There continues to be some participation of 
local lenders in both farm ownership and soil and water conservation loans in 
some States. In others, however, there is little or no participation, and loans 
may be insured only when lenders can be found who will accept loans through- 
out the entire United States. These national-type lenders are participating only 
in a very limited way, and no improvement in this situation is anticipated in the 
near future. 

In view of the situation with respect to insured loans, additional direct loan 
funds are needed if the new amendments to the act are to be implemented sub- 
stantially. It appears that not more than $30 million, at the most, can be se- 
cured from private lenders for insured farm ownership loans during fiscal year 
1957. Section 5 of title I of the Bankhead-Jones Farm Tenant Act authorizes 
appropriations for loans of not to exceed $50 million each fiscal year. The sup- 
plemental estimate of $26 million, when added to the current $24 million avail- 
able, utilizes this entire appropriacion authority. It is proposed to seek amend- 
ments to this section, increasing the authorization to appropriate for loans, and 
an amendment to section 4 of the act to liberalize the formula under which the 
available funds are distributed among the various States and Territories. The 
latter change is intended to make it possible to provide a more equitable share 
of the total funds to nonveteran applicants, and to permit distributing funds 
to those States where the demand is the greatest when this can be accomplished 
without reducing the funds for other States below their demonstrated need. 


Mr. Wurrren. Mr. Scott will you present your general statement 
at this time. 
GENERAL STATEMENT 


Mr. Scorr. Mr. Chairman, I appreciate this opportunity to discuss 
the supplemental estimate of $26 million for farm ownership loans 
under title | of the Bankhead-Jones Farm Tenant Act. 
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Title I of the Bankhead-Jones Farm Tenant Act authorizes direct 
loans from Government funds and the insuring of loans advanced 
by private lenders. Public Law 878, approved August 1, 1956, 
amended title I of the Bankhead-Jones Farm Tenant Act to broaden 
the authority for loans and to increase the amount of loans which 
could be insured in any one fiscal year from $100 million to $125 
million. Recognizing the difficulties that many farmers, particularly 
beginning farmers, are having in retaining their farms during this 
postwa r adjustment period, the C ‘ongress, in Public Law 878, included 
new authority for the making and insuring of loans solely for refinanc- 
ing existing indebtedness. This authority permits the refinancing of 
both real-estate and chattel-secured indebtedness as well as unsecured 
indebtedness in situations where the applicant is presently unable to 
meet the terms and conditions of his outstanding indebtedness and 
is unable to refinance his indebtedness through other responsible 
sources. In addition, loans are now authorized on less than family- 
type farms to owner-operators who are bona fide farmers, having his- 
torically resided on farms, and who are conducting substantial farm- 
ing operations, but who require off-farm income to enable them to meet 
living and operating expenses and pay the amounts becoming due 
on their loans. 

When these amendments were proposed, it was intended that the 
broadened authorities would be implemented almost entirely through 
insured loans. It was recognized that some difficulty might be en- 
countered in securing sufficient funds from private lenders to imple- 
ment the status to the full extent of the insured loan authority, but 
it appeared that sufficient funds could be secured from private lenders 
to implement the statute in a substantial manner. Because of the 
increases in interest rates and because of the tight money situation 
generally, the Farmers’ Home Administration has been unable to in- 
terest lenders in a sufficient volume to conduct an orderly insured- 
loan program, and in many areas of the country no insured loans are 
now being made. Concentrated efforts are being put forth to secure 
the participation of local banks and other lenders, and moderate 
success has been experienced in some localities. We have not been 
able this fiscal year to interest large lenders who will accept loans on 
a national basis. Such national lenders are essential to the operation 
of an orderly insured-loan program whereby field offices can develop 
sound insured loans anticipating that funds will be available for 
payment of the loans when ready for closing. Whenever insured loans 
can be made, this will be done in the future as in the past, but it is 
clear that additional direct-loan funds are necessary in order to meet 
the need and demand which has developed for these real-estate type 
loans. 

There is presently available $24 million for direct farm-ownership 
loans. This is $5 million more than was available in 1956. The amount 
of $24 million has been allocated so as to provide $2,500,000 under 
special appropriation language authority for loans on reclamation 
projects, and $21,500,000 for distribution among States and Terri- 
tories under the statutory formula based on farm population and 
prevalence of tenancy. 

When the additional $26 million becomes available, it is intended 
that the total of $50 million be allocated to provide $4 million for 
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loans on reclamation projects, and $46 million to be distributed among 
the States and Territories under the formula. 

Title I of the Bankhead-Jones Farm Tenant Act authorizes the ap- 
propriation of not to exceed $50 million for farm ownership loans. 
The proposed increase will bring the total authorized for 1957 to the 
statutory limit. The Department intends to submit amendments for 
the consideration of the Cotignae which would increase the $50 million 
ceiling on annual authorizations for direct loans and provide that one- 
quarter of the amount available for loans each year may be distributed 
among the States and Territories on the basis of need and demand 
without regard to the farm population and prevalence of tenancy for- 
mula. Three-fourths would be distributed under the formula. Under 
the existing statutory distribution formula, it is not possible to serve 
the needs of nonveteran applicants even when relatively large amounts 
of direct-loan funds are available. Under the present formula, 
the funds are distributed mathematically based on a factor derived 
from farm penne and prevalence of tenancy, and a ceiling is 
thereby established for each State. Obligations may not be made in 
any State in excess of this ceiling for nonveteran loans. §Nonveteran 
loans may be made within the ceiling if such loans can be made and 
still give preference to veterans as set forth in the statute, but when 
obligations reach the ceiling, no nonveteran loans may be processed. 
Veteran loans may be processed in amounts above the ceiling if funds 
are not needed in another State which can be transferred. The statute 
provides that a ceiling of $100,000 may be established in any State 
without regard to the actual amount that would be distributed to the 
State based on the formula. In some of the small farm population 
and prevalence of tenancy States, the actual formula distribution is 
much less than $100,000 within the total of $24 million available and 
would be less than $100,000 even if the total were 3 or 4 times the pres- 
ent availability. Therefore, States like Maine and Wyoming, for 
example, have a maximum ceiling of $100,000 under the present $24 
million total available and would have a maximum ceiling of $100,000 
if $50 million were available. This limitation difficulty was recog- 
nized in the case of the authority for insuring loans when the Con- 
gress, by amendment, authorized utilizing one-fourth of the total in- 
sured loan authority of $100 million, then available, to be distributed 
among the States and Territories, based on the need and demand. The 
proposal in connection with direct farm ownership loan funds is the 
same. No difficulty is anticipated in taking care of the needs of non- 
veterans as long as insured funds are available, but since we now need 
to rely more fully on direct loan funds, the needs of non-veteran appli- 
cants can be met satisfactorily only if some relaxation in the formula 
is approved. 

The rate of direct loan fund obligations this fiscal year is consider 
ably in excess of any previous year. On January 4, 1957, about 
$18,335,000 of the $24 million was obligated, leaving only relatively 
small balances in individual States, and no balances in many of the 
States. Since the efforts being put forth to secure the participation 
of private lenders in the insured program is a continuing process, 
and in anticipation of the availability of additional direct loan funds, 
the Farmers Home Administration has instructed its county offices 
to continue to develop loan dockets even though funds are not imme- 
diately and currently available. The county supervisors have been 
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cautioned to advise applicants and other interested parties that actual 
loan approval must depend upon the availability of funds, but loan 
dockets have been developed to a point where little delay would be 
involved in closing a loan when insured or direct loan funds become 
available. The process of developing loans on this basis has not in- 
cluded title clearance work to avoid requiring the applicant to incur 
expense needlessly. From time to time, with the receipt of commit- 
ments from private lenders, we have been able to complete individual 
loan dockets and submit them to the particular private lender for 
payment. We do not have a current figure representing the actual 
total amount of loans developed on this basis because of the changing 
situation from day to day, but we estimate that at least $4 million 
or $5 million in loans have been developed and could be closed very 
rapidly when this supplemental estimate is approved. It is estimated 
that the amount of $26 million would be sufficient to make the equiva- 
lent of about 2,260 new loans. 

We estimate that not more than $30 million at the most can be 
secured from private lenders for insured farm ownership loans in 1957, 
and it appears more doubtful every day that this estimate can actually 
be realized. 

EFFECT OF PUBLIC LAW 878 


Mr. Wuirren. Let me ask you this question: What change did 
Public Law 878 make in your loan program ? 

Mr. Smiru. That is the amendment to the Bankhead-Jones Farm 
Tenant Act that became effective last August. It affected title I tvpe 
loans by authorizing title I loans for the refinancing of debts. 

Mr. Wurrren. Could we have incorporated in the record at this 
point the pertinent changes in that law ? 

Mr. Smiru. Yes, sir; we would be very glad to. 

(The information referred to is as follows :) 


The principal changes in title I of the Bankhead-Jones Farm Tenant Act con- 
tained in Public Law 878 are as follows: 

1. Direct and insured loans are authorized “to owner-operators who are bona 
fide farmers who have historically resided on farms and depended on farm 
income for their livelihood, and who are conducting substantial farming opera- 
tions on units which are less than family-type units, to repair or improve such 
farm units, and to refinance indebtedness of the owner incurred for agricultural 
purposes, if such farms are of sufficient size to produce income which, together 
with income from other sources, will enable them to meet living and operating 
expenses and the amounts to become due on their loans.” 

2. The purposes for which loans may be made or insured were broadened to 
“include the advances of funds for refinancing secured or unsecured indebtedness 
of eligible farmers on farms of not more than family size who are presently un- 
able to meet the terms and conditions of their outstanding indebtedness and are 
unable to refinance such debts with commercial banks, cooperative lending 
agencies, or other responsible credit sources at rates and terms which they 
could reasonably be expected to fulfill.” 

8. Second mortgages may be taken as security for insured loans where hereto- 
fore only first mortgages were authorized. 

4. The authority to insure loans was increased from the previous limit of 
$100 million in any 1 fiscal year to a new limit of $125 million. 
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EFFECT OF PROPOSED LEGISLATION 


Mr. Marsuauu. Mr. Scott, in your statement you point out several 
pieces of legislation or amendments to the act being proposed. Is 
any of this request of $26 million dependent upon future legislation ? 

Mr. Barnarp. There is a legislative proposal that we “have up. 
That would be very helpful in this particular instance because of the 
proposal to revise the distribution formula among the States and 
Territories. The $26 million would be much more effective if we 
could get it to those States in a little better way than we can now, 
to take care of nonveteran applicants. You know, there is a ceiling 
on the amount of funds that may be used in a State for nonveteran 
loans. 

Mr. Marsuauu. As far as spending applications are concerned, you 


have on file enough requests and potential requests to take care of 
the $26 million ? 


Mr. Barnarp, Oh, yes. 

Mr. Marsnaun. On the basis of the formula, the reason you are re- 
questing a change for it is because you freeze some money in some 
areas that is not usable. 

Mr. Barnarp. That is right. 

Mr. Marsnauu. If you had this pending legislation passed, would 
it mean that you might reduce this $26 million 4 

Mr. Barnarp. No; it would mean just the opposite. In some States 
where they have a small farm population, and prevalence of tenancy, 
they have a lot of nonveteran applicants. They won’t be able to make 
loans to many nonveterans because of the statutory ceiling. While you 


can transfer funds from one State to another for veteran applicants, 
you cannot for nonveterans. 


PENDING APPLICATIONS FOR FARM OWNERSHIP LOANS 


Mr. Wuirren. How many applications do you have pending in this 
field that you have not been able to meet? We would like to have 
it by States for the record. 

Mr. Barnarp. Yes, sir. 

(The information is as follows: ) 
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Applications for initial farm ownership loans and loans made 



























































Applications 
Received July 1 On hand Dee. 31, Initial 
through Dec. 31— 1956 loans 
Percent Sree ra ss eC 
Area and State | change, | July 1- 
1955 to Appar- | Dec. 31, 
1956 ently eli- 1956 
1956 1955 | Total gible for 
| | insured 
| | loan 
| 
1 2 3 t= eee 
United States total: 
Dee, 31, 1956___- ok : 4 SE FE Vices ; 41 20, 374 8, 087 2, 27% 
SN ES eee Eee eee ee 
Nonveteran.... ............-. par! 13,041 |_. 3 62 11, 387 5, 463 1, 238 
Veteran........ Ree: See 4.5. nccan 19 8, 987 | 2, 624 1, 038 
Dec. 31, 1955_._.-- sade Si Laasnaetenlh A Oe Rann | 19, 619 7, 559 | 2, 04¢ 
a quvanstaniimavitniininginnaeintiaplamatiledlas SS eee bectindease 
Nonveteran_.__ ; f 5 i tentGochweelwt 8, 038 Sa atl 9, 636 4, 989 1, 059 
Veteran... _. ; -|- --------| 75 WEP 1ekb cn. ---| 9, 983 | 2, 570 987 
tax isthsaioda tb cnose : Kae 1,156 | 748 55 660 | 381 | 13% 
Rose ccincccnin's Bes 184 | 103 79 | 110 70 | rT 
New Hampshire office: 
Connecticut_.__..... weak 2 10 | 5 100 | 7 0 ) 
Massachusetts __. s 27 22 23 15 6 3 
New Hampshire -_-. : . 29 | 20 45 | 27 6 | ? 
Rhode Island_._____- . “a 5 § 25 | 2 0 
Vermont._.___- ; ; | 65 81 | —2# 28 | 3 
New Jersey...............- ‘ 173 64 | 170 | 48 44 ’ 
New York... ede 263 | 189 39 147 | 106 7 
Pennsylvania.____ 3 400 | 260 M4 276 | 146 | i 
Midwest.s: 2: 2.2.2... 5! 4,810 59] 7,049 3, 592 | 72 
ns cpicenplicinatibiemeiaiedl citi lio abhor campos . 
Minois 413 | 214 | 93 | 292 | 04 | r 
Indiana... 401 | 204 36 | 492 | 203 | 40 
lowa_. x 545 | 371 47 | 501 191 , 
ne ot os 482 | 321 | 50 | 2 301 
Michigan 346 272 | 27 250 | 115 
Minnesota : | 859 | 433 98 182 
Missouri... _- 1,423 | 1,009 | 41 | 1, 3! 635 i" 
Nebraska. __.-... | 333 | 298 29 | } 213 21 
North Dakota_ - ’ | 1, 962 | 529 39} 1.311 997 5 
Ohio. . * 401 254 58 || 204 129 ; 
South Dakota 431 | 333 29 512 276 , 
Wisconsin. , 719 482 49 493 } 256 
———— ——————— —_ > = js —=T} 
SE Ee ere -| 10,975 | 9,049 21] 10,395| 2,985 1, 198 
‘ Scalia .t ecient e 
Alabama pata ts ebaaees Loe 971 | 910 7 | 98s | 281 | 112 
I ri headpiece ‘ R 884 | 513 72 474 | 208 
a didn caie aint ae 334 248 35 250 146 
\ ee CES 1, 423 1, 227 | 16 | 1, 543 357 109 
Meme... sino... st z 534 381 40 | 511 | 17 19 
Louisiana ___.._- Se Sdiaeusaectes 419 346 | 21 | 2 114 7 
Maryland office: | | 
eS eee : 10 9 | 11 | 11 | 1 
Dene foes oc Ee 105 | 56 | gg | 89 37 12 
Mississippi a naieNtadh wat tlaitadiabs | 1, 524 | 1, 225 | 24 | 1, 483 147 23: 
North Carolina.........- ee a 1, 235 1, 236 | 1, 365 | 359 104 
eONNE. .. 22... 2: cs 808 483 | 67 | 690 281 5 
South Carolina............- esas 419 391 | 7 | 357 | 55 47 
NS oh in i cniatinnabinnbes 842 813 + 806 304 28 
Texas ee 797 748 | 7 826 317 aU 
NIN os oe a cacouc Sau 426 259 | 64 | 341 117 30 
POON WHI is Sie cnesnnn Scnabe 244 204 | 20 | 159 84 


1 Less than 0.5 percent. 
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.l pplications for initial form ownership loans and loans made—Continued 






































Applications 
Received July 1 On hand Dec. 31, Initial 
through Dec, 31— 1956 loans 
geo enue Ce = made 
Area and State change, July 1- 
1955 to Appar- | Dec. 31, 
| 1956 ently eli- 1956 
1956 | 1955 Total gible for 
| insured 
| loan 
erro ig 3 4 5 6 
oe a | | | oz 
WR iititacnitnicmmeaebescie | 2,519 1, 195 111 1, 985 | 1,028 214 
piitbe iss ih 2 4 48 —50 14 | 9 7 
California office: 
2 a nonecercoees) 284 113 151 145 | 45 19 
ROOOUOD 2.6552, cddh ib drecoddbpabded 23 21 10 9 5 2 
Hawaili_...--- sesnaempukuatckamat | 89 93 | —4 141 106 18 
I iach niceindiiscdininnoen Putivmneiaens 247 119 108 | 236 114 il 
Nth deine einai ial éosedenenbetden 467 199 135 402 200 38 
SIs posers ca asap eatichinn seid arsine dacs ariel | 334 7 377 290 160 12 
DO IO vo aiinsscnns canteens dati oblate 141 | 55 156 93 7 18 
Oregon office: } 
Oregon... -.. 132 93 42 67 24 12 
Washington 400 232 7% 259 1 31 
I dite Lancs nibinlabestchndpids 10 7 43 5 0 4 
Bhd abbekheed bhi vi dacbbiwud an 214 92 133 186 131 22 
|) TS ee Saas 154 53 191 8&8 53 20 
PO ee Gav sicccaccdsccsicdustsaon 178 151 18 335 101 5 
=i SS eeu 
TRIG MED: i canciukciudubestaneteedell 169 138 22 311 101 5 
WE ceeddccwasancene inden 9 13 | —31 24 0 0 








Mr. Natcuer. Mr. Scott, I am very much interested in that portion 
of your general statement in which you state that due to increases in 
interest rates and the tight-money situation generally, the Farmers’ 
Home Administration has been unable to interest lenders in a sufficient 
volume to conduct an orderly insured loan program. 

Mr. Scott, what is the situation generally in my section of the United 
States in regard to this particular matter? 

Mr. Scort. We have been taking applications everywhere, 

Mr. Barnarp. I know particularly about Kentucky. It is one of the 
States with the least participation of private lenders. They have 
more use for direct-loan funds than the average State because of the 
limited participation by private lenders. In Tennessee it is better. 

Mr. Narcrer. As you point out, Kentucky has been seriously 
attected. 

Mr. Chairman, for instance, in my home State the people voted a 
$100 million road-bond issue, and specifically provided that the interest 


rates could not exceed 3 percent. We are having extreme difficulty in 
disposing of these bonds. 


SIZE OF INDIVIDUAL LOANS 


Mr. Horan. The average loan out of this $26 million would be about 
$12,000 ? 


Mr. Suiru. That is right, sir. 
Mr. Barnarp. $11,500 is the estimate, but I am afraid it is going to 
be a little beyond that. 
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Mr. Horan. I merely mention that, Mr. Chairman. I think it is 
always wise for this subcommittee to take a realistic view. I am 
hopeful that we will have out of the research department especially 
Dr. Sherman Johnson’s shop, something to throw light on the cost of 
farming today: the capital investment, the cost of production. I think 
we ought to realize that it is a lot bigger than it used to be. It will 
require more funds. There is no question about it. 

Mr. Wurrren. | was in Russia this past fall. I was surprised to 
learn that the Russians have a program of lending up to 12,000 rubles 
to build homes which are privately owned. It was new to me; but our 
folks in Moscow said that they had started such a program and appar- 
ently it was working fairly well. 

Mr. Scorr. I never heard that, Mr. Chairman. On pretty liberal 
terms ? 

Mr. Wuirren. Yes; as I recall on very liberal terms for repayment 
and interest rates. 

Gentlemen, we wish to thank you. 


EMERGENCY CONSERVATION MEASURES 


The committee is in receipt of a joint statement from Congressmen 
Wint Smith, J. Edgar Chenoweth, and William S. Hill concerning the 
emergency conservation measures. 

The statement is as follows: 


Inasmuch as we, the undersigned, desire to have our views made a part of the 
record or hearings on the item of $25 million contained in House Document No. 
48, 85th Congress, 1st session, on page 5 thereof under heading “Emergency Con- 
servation Measures,” we submit the following statement and ask that it be made 
a part of the hearings: 

We, the undersigned, cannot stress too greatly the importance of making these 
cost-sharing payments to farmers for emergency wind erosion control work, retro- 
active to the Ist day of October 1956. 

Soil blowing over a large area of the Great Plains had reached such proportions 
on or before October 1, 1956, that a great number of farmers were compelled to 
engage in emergency control measures in order to protect their land and that of 
their neighbors. 

Those who engaged in such practices both before and since October 1, 1956, 
have spent large sums for this work. Others neglected their land and wide- 
spread damage both to their own land and that of their neighbors resulted. 

It is our feeling that those who recognized the need for this work and performed 
it at the proper time should be permitted to participate in the distribution of 
these funds for such work performed after October 1, 1956, and the effective date 
of this grant as now proposed. 

It would seem that this legislation should not prejudice the thrifty farmers who 
performed this service to the land when the need became apparent. To ade- 
quately control soil blowing, the work should be done before the soil actually 
commences to blow. 

Wint Smiru, 
Sizth District, Kansas 
J. EpGar CHENOWETH, 
Third District, Colorad. 


WinirAM S. Hit. 
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